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Carries almost anything. 
Almost anywhere. 





When a wide variety of missions demand a plane search and rescue missions. 
with multiple capabilities, governments all over the world Years of rugged service have proven its reliability. 
turn to the C-130 Hercules aircraft. Hercules performs under the most adverse weather 
With a cargo capacity of 43,000 pounds, the Here can conditions, and it’s ready to take on any runway, from 
airlift anything from trucks to tanks and set them down sand and gravel to snow and ice. 
safely on most any type of terrain. As a tanker, it typically Despite its versatility, dependability and outstand- 
has a 56,000-pound capacity and the ability to refuel at ing performance, the C-130 Hercules is surprisingly 
jet speed—or at the lower speed of a helicopter. With its cost efficient. That's why its used by more than 
18-hour flying capability, it can handle long endurance 55 nations worldwide, for every type of airlift 
surveillance, reconnaissance, weather tracking and mission imaginable. 
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‘Sin-—It is surprising that you do not 
take account (August Ist) of the for- 
eign policy implications of the settle- 
tment that India and Sri Lanka ar- 
rived at to put an end to the Tiger 
rebellion. All indications are that the 
smile on President Jayewardene’s 





tied brow. 

Sri Lanka has lost control over 
both the Northern and Eastern 
provinces, what with Indian troops 
in charge indefinitely, and the com- 
nder of the Tigers running mat- 
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“scored a strategic gain. by having one 
sof its “non-aligned” friends—Mr 
-Rajiv Gandhi—keep that strategic 
-area under his control. 
~ As Mr Gandhi himself said in a 
: Lrdadcast on August Ist, not only 
have the Tamils “got more than they 
asked for” (in effect, if not name, a 
Separate state), the agreement will 
-also make certain that Sri Lanka re- 
-turns to the path of “true non-align- 
tment”, which is a euphemism for do- 


“the Soviet Union. 
Paris eas B. GOLDMAN 


Colonial Africa 


-SRI was delighted to wi Mr 
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face in your caption has probably — 
long since been succeeded by a wor- 


here in co-operation with or un- | 
the one of India. This 


ern forces, will be ‘ ‘realigned” te ya 


-means that the Soviet Union has 


“ing nothing that displeases India or 


Thomas Ofcansky’s sensible letter 
bout East Africa (August Ist). Of - 
ourse Africans had to rule their — 
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own. countries but, with a few excep- 


"tions, the new governments have 


proved disappointing. In compari- 
son, the colonial era stands out al- 
most as a golden age. 

Right up to the days of King 
Freddy and Sir Andrew Cohen, 
Uganda was one of the richest, best- 
educated and most peaceful coun- 
tries in Africa. To the north, Sudan 
was a model of efficiency, with excel- 


lent transport, a thriving agriculture 


and no fighting between the Muslim 
north and. the Christian south. 
Neighbouring Kenya was also well- 


tun with no inter-tribal problems 


and no shameful condemnation by 
Amnesty International. 

At the same time in West Africa, 
Ghana was a happy, united country 
with a full treasury, resulting from a 


id 7 highly efficient cocoa industry. And 


down in southern Rhodesia peace 
reigned because there was no bully- 
ing of the Matabele people by the 
Shona majority. 

We must all hope that Africa’s 
governments will learn to cope with 
their problems and realise their mis- 


-take in throwing away Western-style 


democracy. Meanwhile, let us dump 
our complex about the colonial days. 
We ran those countries rather better 
than they have been run since and 
voluntarily handed them over as sol- 
vent, peaceful and united. 
Dulverton, 


Somerset Howarp Fry 





Tax collectors 


Sir—~You use a painting captioned 
“Wat Tyler’s way with poll-tax col- 
lectors” to illustrate your account of 
the proposed new poll tax (July 
25th). It is certainly a compliment to 
your readers to assume that the 
event depicted is so widely known as 
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last week in December and the first week in January) by The: Economist ener 
Printers Sdn, Bhd, Times Jurong, 2 Jurong Port Road, Sin : 
‘Office, 2 Port Road 
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: the Peasant’s Revolt of 4 381, oné of 





the grievances was a olla « on. all” 


males and females over the age of fif- 
teen. The scene in the painting is de- 
scribed 
England: 
“The firft diforder was raifed by a 
blackfmith in a village of Effex. 
The _tax-gatherers came to this 
man’s fhop while he was at work: 
and they demanded payment for 
his daughter, who he afferted to 
be below the age affigned by the 
fratute. One of thefe fellows of 
fered to produce a very indecent 
proof to the contrary, and at the 
fame time laid hold of the maid: 
which the father refenting, imme- 
diately knocked out the ruffian’s 
brains with his hammer.” 
Your suggestion, that the weapon 
of revenge be the vote, will never in- 
spire a painting such as the one you 


show. 
New York JAMES J. LEFF 





How Asia rose 


Sir—-Why do you keep on peddling - 
the myth that the success of some. 


not most—Asian economies is due 
to free-market policies by Asian gov- 
ernments (July 18th)? The history of 


Japan, Korea, Taiwan, Singapore. 


and Hongkong is surely one of the 


“most direct government interven- 


tion in order to direct an economy 
since Stalin transformed Russia from 
an agricultural to an industrial state 
in ten brutal years. Or, if that com- 
parison is too hard for The Econo- 


_ mist’s anti-dirigiste stomach, since 
the United States used government = 
direction of the economy to produce 
the quantity and quality of manufac- _ 














Asian government interventio: 
. the market—the rigging of the | 
<+ bour market through government 
_ Suppression of workers’ rights to- 
~ organise to earn enough to buy what 
-< they produce. The tiny handful of - 
. Asian countries which respect inter- 
national trade-union rights are those < 
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Airline competi a ‘ 


Sin—~You claim July 25ch) thar Brit- 
ish Airways: today has 83% of Brit- 
ain’s international: scheduled avia- 
tion market and, with the merger, 


will command: 95% of it. 


A far more compelling focus for 
the argument is. that a combined 
British Airways/British Caledonian 
would account for only 34% of all 
passenger movements. into and our. 
of British airports, and only 39% of 
international scheduled passengers. 
Even more significant i is the fact that 
foreign airlines handle 35% of all. 
trafic and 57% of international 












In addition 40% of air travellers 
from the United Kingdom who fly 
on charter services will not be signifi- 
cantly affected by the merger at all... 

To argue then that the merger w 
reduce competition and ¢ 
ish yeh to tai 
















passenger ser- 
vices isa onsense. The argument 
has no credence either on the 





grounds of practicability or intent, 


On- longhaul services British — 


Airways’s main competition comes _ 


from foreign airlines. More than half 

of British Caledonian’s routes have 
no corresponding British Airways 
service. Within the United King- — 
dom, competition already exists with 
other domestic airlines and both: 


- road and rail, 


-The Civil aviation Authority an d : | 
the Office of F r Trading have suffe- 








tured products necessary to win the. _ behaviou 


second world war. 


it would require an entire issue of 


the attractive new-look Economist to 


list the ways the successful Asian 


governments intervene to rig the: 


market, from the protected cartels 


aa 
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| of a modern and pro fab e raz <i 
function. : 
Our client's treasu yfi nctioni 
























which will now be released. 
X _ The new partnership will create a 


against foreign mega-carriers, 
ormed through mergers in the last 
ew years. To resist the merger would 
destroy a great opportunity for Brit- 
ish civil aviation and create 
uncertainty. 

_ Why weaken both British Airways 
and British Caledonian for the sake 
ofa purely theoretical exercise in do- 
mestic competition policy, to the 
detriment of the overriding national 
interest in the world marketplace? 


| Chief Executive 
London 









































Without the contras 


Sir—In your leader on the contras 
(July 11th) you fall into the same 
vagueness which you criticise. If, as 
you say, the Sandinists are true com- 
munist revolutionaries, do you really 
expect them to share real power with 
the contras and thereby accept de- 
feat after victory? What kind of gov- 
ernment would you expect out of a 
grouping of Sandinists, omgien 
nd a few democrats sprinkled in? 
What kind of army would back that 
government? | 
You also fail to mention the eco- 
nomic impact of the war. Central 
America’s real per capita GNP is now 
lower than in 1980, and regional for- 
eign debt now stands at two times re- 
_ gional GNP per year and five times re- 
gional foreign exchange earnings per 
“failings cannot all be attributed to 
the contra war, the war will certainly 


Central America so desperately 
needs. 
< The United States needs to be ab- 


in Central America and willing to 
e its tremendous resources in 
accomplishing them. Otherwise the 
piecemeal blood-letting will continue 
as will the massive infusion of dollars 
which is keeping the economies 
afloat. 

Chattanooga, 


ennessee EDWARD CANLER 


\itways cand British — Caledonian 


j ritish airline strong enough to com- - 


Coin MARSHALL — 
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Although these economic: 


keep away the foreign investment | 


solutely clear about its ultimate goals 
- firming 


; We provide the same information 
for letters and parcels activities and 
for counters. We publish our main 
accountson the current cost conven- 
tion because this is what the govern- 
ment requires, but use the historic 
cost convention for Girobank be- 
cause it is in competition with other 
banks which also use historic costs, 
We also provide current cost in- 
formation for Girobank. 

The statutory accounts direction 


from the Secretary of State for Trade 


and Industry requires us to provide 
accounts for the three postal busi- 


„ nesses on the CCA convention and 
for Girobank on the historic cost. 






convention. But the key information 
is provided also 
terms. 





cess labour fails to recognise that the 
Post Office is a growth industry. 
There would have been a touch of 
balance if you had mentioned: 
in addition to being consistent 
profitable over the past five years, 
the Post Office has in real terms re- 
duced its unit. costs by £340ma year. 





In its main monopoly business, let 


ters, prices have risen 11.4%: less 
than the retail price index; the in- 
crease in jobs, again mostly in letters, 
reflects the growth of 25% in the vol- 
ume of letters handled. Similarly, 
you fail to report that both 
Girobank and parcels achieved 
record profits while operating in 
highly competitive markets. Our ac- 
counts show that we have continued 
a record of sustained profitability 
which is unique among post offices 


in the world. | | 
P.E. SELLERS: 
London Post Office Board 


South Africa 


Sin——Mr A. du Plessis (Letters, July 
18th) is to be congratulated for af- 
that the Afrikaner 
Weerstands Beweging (aws) has no 
desire for whites to dominate South 
Africa’s other people. I am sure that 
those other people would be happy 
to give the Afrikaner nation inde- 
pendence in a state of its own, pro- 
vided that one or two extra condi- 
tions are applied. The conditions, 
omitted by Mr du Plessis, are ones 
that were applied when South Afri- 
ca’s black homelands were estab- 


a lished. They are: (a) that Afrikaners 









he afin Ever this k is impossi- 
ble with ane Post Office: it gives only 


7 toric cost figures for Girobank. 
: That is incorrect. In n the, AS 
















~ be assigned small parcels of land, in 
parts of the country remote from the 


main centres. of economic activity; 


from residing outside the Afrikaner 
homeland and should have no politi- 
cal or economic rights in any other 
part of South Africa. 

Many South. Africans recognise 
that auch: Tar 











for the Post Ofaa group. : 


Your comment on shaking out ex- 


ly 


(b) that they should be restricted’ 


cause the aces are : interdependent f 





‘Legislated separatior 
Abie dearly over. 
dict will probably be that untold 


scarce resources were wasted. 


Somerset West, 
South Africa S.M.J. YOUNG 





Poor India 


Sin—Your analysis of Me Rajiv. aid 
dhi’s dilemma (July 25th) could also 


have. ‘commented on the wider as 


pects. of the present crisis in Indian an 


public life. 
Both Mr V.P. Singh and Mr Gan- 
dhi seem to be glaringly myopic 


- about’ corruption: While the public 
in historic-cost a: F 





posturing against tax-evasion, cor- 


ruption and Swiss bank accounts | | 
continues unabated, both are silent” 
on what is possibly the greatest eco- 
nomic offender of them all: the pub- 
lic sector. A recent official handout. Book 
estimates thar this white elephant, in. Si 

various guises, has cornered about md 





62% of all industrial investment in 
the country, and has only a consis- 
tent record of losses to show for this 
gargantuan outlay. 

Instead of dismantling this ill-af 


~ fordable luxury, Indian politicians of 


all hues continue to envisage a more 
commanding role for state capital- 
ism, with enthusiastic support from, 
the civil service lobby. 

An enlightened parliament could 
still reverse this state of affairs, but 
the current steamroller majority be- 
hind Mr Gandhi is motivated only 
by the carrot of eee 
Congressmen as well as bureaucrats 
are satisfied so long as their vote- 
banks and kickbacks are secure. To 
them, the degradation of India is a 
trifling matter compared to self- 
agerandisement. 
Manama, 
Bahrain 


Eurolanguage 


Sir—I agree with you about the im- 


portance of a standardised language - 


within the rec (July 18th), bur dis- 


agree with the arguments youuse. | | 
The lack of language education in 


France and‘ Britain has meant other 
countries have always had to adjust. 


Why should French be the second 


language when Germany is the lead- 


ing economic power! Unfortunately 
for the Germans, they have a good 
educational system which teaches 
them English, but that is no reason 






when history finally judges, ee ver. 


by he most people. 


J. Ravi 



















édiscation,. is the (it to the multi- 
linguality problem. aye tatoo 
nm Kamer Koor. 


~ Sir—You complain of linguistic 


chauvinism, yet use precisely this in 
order toarrive at the conclusion you ` 
desire: one which is convenient for 
English-speakers, while allowing Gal- 
lic feather ain unruffled. Ger- 
nage with the largest” 
anguage” be 
CE 
tals 


















sei Derma | and Hol- 
dition most Luxembourg- 
ik it. Commonsense suggests- 
e. should not be two, but. 
yorking language. And that 
ge shouid be the one spoken F 












T.V. JOHNSTON 





Sireokititing the official ore 3 


used in EEC affairs to English and- 
French would have serious implica- 
tions for the European Parliament. It 


“would mean that in most countries 


voters could elect anyone they liked 
so long as he or she were a good lin- 
guist. To establish this requirement, 
it would be necessary on official oc- 
casions to oblige all French, Walloon 
and Luxembourg MEPs to speak En- 
glish and all- tish and Irish to 
speak French. | 
That might. not make for. greater’ 
mutual ¢ com rehension but, by golly, 
it would cut, down the length of. 
debates, - | 
London 





ROGER Bican 





Sir—Why not-solve the languages.. 
problem in | ‘Brussels by pednttod eee 
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INDONESIA TO 1991 


Can momentum be 
regained? 


Indonesia's oil boom has come to an end, 
l Wi a e opuiall 











for rejecting German as one of Eu- | auras needed wu 


rope’s standardised languages. 
Automatically chosing English as 


Europe's leading language is danger- | 


ous. It would give Britain a competi- 
tive advantage in negotiations, and 
countries with good language educa- 
tion will be better off than one 
out. In añ inereastaglyi bntegre 
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_application including a curriculum vitae, a plete Corie: King Warburton & & Co. Pry. Lid. 
as t, 
525 Collins Street, 


of publications, and the names of references 
, Melbourne, D; Australis 



























































in three weeks’ time to Dr M. S. S. El-Namaki, $ 
or-RVB, c/o Mrs M. Wilson-Maita, RVB, POI 
3, 2600 AC Delft. Telephone 01 5-569394.. 
32 we NL. 













t ia contracts 1 were IMM Gold, ttaded « at ia oa 
fer antile Exchange. | 

After just two weeks, open interest had increased fivefold. - : 
The gold fencing 1 community came. L gave IMM Gold a try, 


























kea \ spacious non ad pit. Plenty of Shonen access. A 
ht the e largest groups of professional futures traders in the eee 

MM Gold may not have a very long past. But it's got avery — 
bright Sore: Call for our free brochure, Opportunities i in INM 
Gold Futures Trading, at t (03) 595-2251. And getinonit 
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a institute run ie an eccentric illionaire in 2 2 
anaus, pi ia the ae in et fence = 
























Oo W k pail jess than 30 years to exter- oe 
- minate their human creators. — e 

< -it is on balance unlikely shares with 
oe eal freedom from regulation, lots of money _ : 
-and adose of malice—the best genetic. engineers in nike world . 
could achieve such a nemesis in 100 years. But it is not impos- 
ble: Some sensible people are scared by the progr ress s penenie 


rly, mro this capabili 
a few decades, z 





ha genetic engineering probabi is. pone zt he stage e 
-< which cars reached in around.1900 and computer- riven 
< automation in around 1960—the stage where it was comfy to 


-suppose that such science-fiction notions would never really mistakes and wickedness aes, 
replace the horse and the assembly-line welder, but where pores they 4 fear t : 
i changes were afoot that were soon to change our lives. 

A decade of Eeath leas advance 


It is little more than a decade since scientists Soe put a wene E rotel 
from one bacterium into another. Now much of the drug in- same hero inspections as pari meat. oe 
a dustry i is geared to the transfer of genes from. humans | tobacte- _ Aun more esensible iad or is abc ut human. cruelty, Inmo: 
ria. Poorer farmers across the world should expect ticher ri ¢ eady countered by legislation wh 
ils to move genes into their. plants as a matter of routine, 
~ tnus multiplying grain mountains and wine lakes. Animal bi 
technology (see pages 75-77) will follow afterwaids,, | that is: 
in 1980, for the first time, a gene was moved betu een two _ poison fri 
| a age, it rt 


























2 " ate Pana common in beron and the Loann for 
: them will suddenly become obvious: their 4 apicula 
_ benel ae a sores more. disease- 



















een chasing ti vab cage. wp Saige you r 
As new strains f mice are ees tee to th ice. , 100, Andis ronder it unable t tos 


shonin to viruses and even. mental or coronan ory disorders 


3 greatly sead ae search for Fane cures. s hunk. even if Faas meant EA could eo! os 
Genetic engineering is breeding with your eyes open. = a“ riveting articles than this one, | 
es day thousands of dog-breeders and racehorse-breec ee | t experim 
with the genes of different likely-looking parents, but can onl - that will damage the environment. Genetic 
ruelly produce some dachshunds that sag and bulldogs that cows are no more likely to escape aad destre yt 
e, while 99% of racehorses are still slower than the winner tem than ordinary cows are, and. genetically er 
1¢ 1910 Epsom Derby. Tomorrow the genetic engineer — bits are just as likely to do so as ordi ary tab ` 
ify the single gene he wants, and put it into fertilised _ ght be 
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id and pre- 



















he SEA a bringing about a rapi iaa md bacteria char have been: ge 














resumably guard more securely 
yeasts than against today’s in- 
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ga s 
visible bugs. es 
The ultimate fear is a horror like Manaus. Breeding dan- 


gerous animals is too easy already, as is shown by a number of 
ecent cases in America in which pit-bull terriers have killed 
hildren. Genetic engineers are unlikely to get funds to play 





Don’t assume Central / 



























A tral America’s leaders to sign a peace agreement on Au- 
gust 7th is a feat in itself. The presidents of Costa Rica, Nica- 
tagua, El Salvador, Honduras and Guatemala have been 
talking about a settlement of the region’s bloody civil wars for 
four years, without hitherto getting anywhere. And the deal 
they have at last signed, if loyally carried out by Nicaragua’s 
Sandinists, is a good one. It will make that country—while 
still no western democracy—a more tolerant and open place. 
But mark that “if”. 

-The agreement’s success depends on the Sandinists’ will- 
ingness to embrace principles of liberty and pluralism that 
their actions over many years suggest they detest. Maybe they 
will let a new Adam emerge within themselves. There are two 
dangers if they do not. The first is that those who hope for 
‘great things from this agreement—many American congress- 
men, most Latin Americans, almost all Europeans—will be 
unwilling to draw the necessary conclusion: that the use of 
orce against the Sandinists is the proper response to a com- 
munist regime determined to establish itself on the vulnerable 
spine of the American continent. The second is that, by the 
me it becomes clear the Sandinists are’ not fulfilling their 
romises, the only plausible instrument of force against them, 


he contra guerrillas, may have withered into unusability. 





ie strength of the Arias agreement is that it sets out fairly 
recise requirements for democratisation. Each country (most 
irprisingly Nicaragua) has promised to lift its state of emer- 
ncy; to restore freedom of the press; to give opposition 
ups access to television, radio and newspapers; to allow 
dom of political association, including the right to demon- 


te and hold rallies; and to hold free elections watched by 


tnational observers. —— 0000o 
~ Those are brave promises, but the Arias plan imposes no 
sanctions if they are dishonoured. It is also alarmingly vague 
bout how the region’s guerrilla wars are to be brought to an 
end: notably those in El Salvador, where communist insur- 
gents are fighting President Duarte’s government, and Nica- 
gua, where the American-backed contras are fighting Presi- 
dent Ortega’s Sandinists. The agreement calls for a 












-rightly restricts their 
“viruses, = =o 


ly to regulate 


with scorpion-venom genes or aggressiveness in dogs. If they 


do, they should be clamped by the same legislation as already _ Harrods : 





3 HAT Costa Rica's Président Aias persuaded all of Cen- 






The most likely picture for 2087 is of high productivity 
plus some moral dilemmas. In a few countries there may be 
legless, brainless, permanently happy, green cows lying in 
ranks in fields turning sunlight directly into gristle-free meat. 
or low-fat yoghurt. There will be fewer demos against the: 
nearby giant silkworms, with the genes of mulberry trees in- 
side them, which will calmly exude silk so cheap that only 

ill supplies nylon to the very rich, 















government to “seek” a ceasefire with guerrillas fighti.., 
against it; but there is no suggestion of how this is to be done 
(governments are required to talk only to: unarmed oppo- 
nents). Furthermore, it leaves unsettled two most contentious 
points. Talks about limiting the size o armies (Nica- 
ragua’s has at least 75,000 men) are left ‘to the Contadora 
group of negotiators, who have a five-year record of failure. 
And while outside aid for guerrilla groups (meaning that of 
America and Honduras for the contras) is to be stopped at 
once, Russian and Cuban aid for the Nicaraguan government 
can go on for a while. : ee E 
Will the Arias plan work? Probably not. The euphoria of 
the signing had barely subsided before El Salvador’s commu- 
nist guerrillas, who still get some of their arms from Nicara- 
gua, announced that they would have no truck with it. And a 
cynic would have little trouble in fathoming the motives of 
Nicaragua's President Ortega. Three days before Mr Ortega 
signed on Mr Arias’s dotted line, President Reagan had put 
forward an American peace plan, drawn up by the Demo- 
cratic speaker of the House of Representatives, Mr Jim: 
Wright, which was quite a bit tougher on Nicaragua than tl 
Arias plan.-A rejection of both proposa Nicaraguan. 
regime would have been an excellen ing the Amer- 
ican Congress to approve more military aid for the contras. 
Nicaragua is not promising ground for a sudden liberal _ 


































hope that the Sandinists have got the 
heads. The Nicaraguan government will 
able Latin American pressure te 
ings. If it does, even reluctant! 
state with many pluralist trapping: 
ico too) and little ability to interfere 
may not be ideal, but it is acceptable 
tion’s Nicaragua policy has always t 



















them decides that Nicaragua is not ig byi 
so and in any event until there is an agreed olen fs dis 
-the contras and giving them amnesty—the contras shor 
‘main in a position to resume their operations. Mr Wrigh 
that military aid is inappropriate while the agreement is b 
tested. Perhaps; but non-military aid, to keep the cont 
‘tact a as o ne & force until it cat be s seen when 































UK: money ey GDP 


% indtease on 
opravigns yaar 





London’s stockmarkets temporarily collapsed z as soon a as 


e Bri itish go vernment did the right thing 









| surge in “equity penn sout ‘heer England 
consumer credit and wage deals is evidence < 
money sloshing around. There is reason to worry 
try’s input prices. This week’s June trade fgur 
better than City Jeremiahs foretold, were still bad: 
of non-oil imports rose 10% in the year to the sece 
of 1987, exports rose only 4%. It seems odd to talko! 
bottlenecks with today’: s unemployment, but some. 
pearing in southern England; it would be best toa 
further restrictions regional ; ones. | “There are some 
emerging. capacity constraints, because investment ha: 
more sluggish i in Britain than abroad. Highe : 
i not im nprove shits | “he e's SOF = « Pushing in interest trab 








2 ne at Britain baat eee was. apace 5 ‘és position, 
_ which is why Mr Nigel Lawson wisely hoisted i interest rates by 
-one percentage point. eo 
_ © His budget in March had aimed at enki in ie ney GDP 
3 kthe sum of inflation and real output) of 74% in 1987-88.and 
62% in 1988-89, That target of 74% seemed unwicked in a 
pre-election March when most big governments were con- 
_ cerned about fading growth, rising unemployment and falling 

~ commodity prices. It does not seem wise now that metal prices 
- have risen by more than 20% in the past ten weeks, now that 
¿the volume of retail sales in seven OECD countries has been 

_ growing at an annual rate of 74%: or more throug the sum- 
mer, and when almost every other world statistic for demand 
and bank lending points to. the isai ofan unsustainable 
` inflationary boom. 

__, Within that boom, Britain’ sown dd hes been quick- a 
; ~aing beyond target. The OECD recently reckoned that Brit 
< ain’s money GDP will rise by about 8% both this calendar year 
and next. Our guess up to last week would be somewhat 
> higher: perhaps a threatened rise in money demand at an an- 
ial rate of 8-9%. Since real output won’t increase by much 

~ more than 3%, the other 5-6% seemed set to show i in inflation 
plus s some -overspill i into higher imports. ; 
This was therefore the logical stage of the trade =e fori a 


Beeb chancellor to prompt: what would | once have been 
ca t Thursday. The 

































ee autt nh : sina asa aproportion. no GDP k Thatcher g g 

dis taking a giant step back from responsible expen: 
ning. Fixing the spending total in cash terms was an in 
tant part of the former control. In its new form, — 10 
























They told each other and their clients that the chancellor 
_ must know that this week’s latest economic statistics were go- 


the 


uld have guessed he would leap before being pushed. 









uld expect the same stockmarket seth 





of et prise, when Mr Lawson on the Clore a ‘duly d did PA 


ing to be awful, and some went on selling until it emerged that : 
statistics weren’t. Any analyst who knew his Lawson 


rer countries facing more than 5-6% extra demand inthe 
ahead will soon have to tighten monetary. -or fiscal policy, © 
. aggards p 


‘of 28% next year will be less than half Brit 
„Tate of 60%, and only a sliver above Britain’ 


spending target automatically accommodates inflation, just 
inflation threatens to rise. : 

Most of Mr Lawson’s fans presume that he ha taken: 
other stint at the Treasury soas to have the joy of intro 
next spring a tax-reforming budget—the sort thz 
ernment only dare unveil just after an election tr 
Briton should be worried that America’s ti 















































‘cross he Atlantic. ra The (soning has prie D a 
radical policy would be to scrap as many as possible of the 
: middle-class tax breaks, and introduce a flat-rate 25% British 
‘income tax all round. | 

-> The first signs that Mr Cee was contemplating that 
“would be if his advisers started muttering that he could surely 
-reduce top tax only tosomething like 40% and over two years. 
‘The second would be if he started to be really stern in mone- 
tary policy: stern enough to reduce the extra spending bred in 
south England by unsustainable capital gains on the stock ex- 
change, and by receipts of £100,000 from the sale of dead 
: ganny s terraced housei in Wandsworth. ANETE are some who 


As Gor b | 








HE inevitable is starting to happen in Eastern Europe: 


- the comradely countries to Russia’s west. That turbulence can 
be rougher than the Kremlin bargained for. In the first period 
of destalinisation, East Germany had an uprising in 1953 and 
- Hungary a revolution in 1956. Kosygin’s economic reforms 
= sowed the seeds of Prague’s Spring in 1968. Brezhnev’s de- 
_. tente opened up the little neighbours’ contacts with the West, 
and Poland went pop with Solidarity. As Gorbachevism 
. spreads, how far will change in Eastern Europe go, and will it 
be the sort of change Mr Gorbachev can live with? 
As his position in Russia has grown stronger, other Com- 
munists’ first hesitations about him—what exactly was he try- 
ing to do? would he last?—have given way to imitation. In 
= recent weeks, Poland’s General Jaruzelski and the top party 
bodies in Hungary, Bulgaria and Czechoslovakia have sig- 
nalled a new, or renewed, commitment to reform. 
In Hungary. and Poland, this is meant to boost reforms 
which, at least on paper, are already far more radical than 
anything Mr Gorbachev has'so far suggested for Russia, but 
hich have been implemented. too cautiously (Hungary) or 
ardly at all (Poland). The Bulgarians have announced a far- 
teaching if confusing reorganisation of their economy, amid 
much talk of “self-management” and of a more relaxed ap- 
proach to one-party politics. The most remarkable shift has 
been Czechoslovakia’s. After ruling out reform for so long, 
that country’s leaders are suddenly all in favour of it; they 
ave revealed plans for new laws, on the way state factories are 
run and in favour of small private. businesses, which are 
clearly modelled on Russia’s example. oS 
_ Only Romania and East Germany are abbot change- 
resisters, for different reasons. No country needs reform more 
than Romania, which has become communism’s Balkan bas- 
ket-case. But President Ceausescu: would sooner restore cap- 
italism than promote glasnost: so reform will have to wait, so 
long as he and his clan are in charge and still mildly indepen- 


3 chevism spreads | 


Watch out for howe many East Europeans know what they mean by democracy 


dent of Moscow. East Guanes 5 vi E 
Gorbachevism is rolling in. As sure as Lenin follows country’s economy has been doing j just 


Marx, so each big new wave in Russia produces turbulence in 


believe that serious agra Ae is junder: fie! 


response to sje memes a dea. 4 he prospects hive ree d 
that Mr Lawson can decently introduce an expansionary 
well as tax-reforming budget next March, even though his; 
tual budget accounts may look good because of higher oil 
prices, buoyant tax revenues and bigger public-asset sales. 

It follows that he can now bring about a big tax reform 
only if-he acts toughly against tax breaks, particularly those 
that feed markets which are unmistakeably overheating: such 
as housing in the south-east, If mortgage-interest relief were 
limited to the basic rate of tax, this woul ct 
regional housing market. The Thatcher go 
disappointingly unradical on points like tl 













East European standards—and he fears that importing. Rus- 
sia’s new spirit of self-criticism would undermine his rhetoric 
of success. Unfortunately for Mr Honecker, East Germans are 
more inclined to compare themselves with wealthy West Ger- 
mans than with impoverished Poles, and the young East Ger- 
man pop fans who recently chanted “Gorbachev! 
Gorbachev!” across the Berlin Wall woulc ‘clearly like theirs 
to be a livelier country as well as a richer one. Nor can Mr 
Honecker long afford the Romanian luxury of staying out of 
step with Russia. Sooner rather than later, expect the East 
Germans to fall in with the reformers. ~ : 

How solid the new East European talk of c hange turns out 
to be depends partly on the details of the: eform proposals 
now being worked out. More of the fine print is supposed to 
be agreed upon in the autumn. In this, th uncertainty 
Eastern Europe resembles that in Russia it 
ways, Eastern Europe i is different. g 


Look out below 


The most obvious difference’ is ‘that eaten Europe tae no 



























Gorbachevs: the same old-men are still in charge. Is Czecho- 
slovakia’s 74-year-old Mr Gustav Husak. really: a born-again 


reformer? He and Bulgaria's 75-year-old Mr Todor Zhivkov 
are just the sort of Brezhnevites Mr Gorbachev has been 
sweeping aside in Russia. Even Hungary's Mr Janos Kadar, 
once the most popular of East Europear | leaders but now a 75- 
year-old ditherer, has outstayed his welcome. It will be hard to 
} old buffers are 














of TA et Mr Oaa is ‘con Ad 
from above. He has toram a reluctant: 
people i into a his new vide 



















































more mature. than Russia’s, their experience of life before 
: A ae recent. In most East ot tania sountries, 








eda bit more Fedon so ane economic reform; after 


1956, that was reckoned to be the best available -daal. But, 





Kadar compromise is no longer enough. Calls for bolder re- 
forms grow louder.. 

The same is likely to happen elsewhere in. Eeen Europe 
am for change gets going. The successful re- 


Be Je ding for: a pact with Labour 







A veneral-election posters showing the leaders of the SDP- 


~ Liberal Alliance party in poses of brotherly affection, it has - 


~ come as a rude shock to see them now behaving like Cain and 





Abel. Surely, they remonstrate, the Libe 


Steel, was unwise to press the case for merging the two parties _ 


-the moment they had been routed at the polls, knowing that 
~ the spp leader, Dr David Owen, was vehemently hostile to 
- sucha union. With time, they urge, perhaps some compro- 
“mise could have been found to allow the parties to work more 


closely together, while still retaining their separate identities. - 


Such hopes ignore the realities of life for small parties under 
titain’s first-past-the-post electoral system. Mr Steel under- 





„Ands them better than most, and Dr Owen would do well to 


consider them, too, before he commits political suicide. — 
>» A party of the centre, as the Alliance has aspired to be, 

















most Thatcherite, the Labour party at its looniest. Now the 


__ centre ground has shrunk. It may shrink further if, by the — 
~ next election, the Tory party acquires a new leader who repre- 
sents the paternalist strand of Conservatism, rather than its — 





















dical side. The Tories, with two centuries of resilience be- 
hind them, understand the art of changing their leader and 
persuading the electorate it has had a change of lias 





e How! to join forces 


your and the Alliance, at the next election, each agreed not 
le d Candak in the 30 or r 40 drie ae seats where 





ture is still incite” Gels TPR and Poles ban 
less need to be taught democracy: their political culture is -1 


> a to be Torii 


-get out. of fčantrol. | ed aaa ays nas arse in 


with Hungary's economy sinking deeper into debt and social a: 
tensions growing, most Hungarians now recognise that the N 


MO those British electors who were charmed in Tie by l 


all, ke geourephtical scatter wou 
. make such a limited deal n more 


eral leader, Mr David — 
the vote; | ales a EUN and da t vird of | 


pare not p Ea a Tory det elt 
or nine percentage points to the combine 
share of the vote. But, coupled with some e shi 


: | ie lead, o avers—a pe 
! can f flourish only when the two main parties take upextreme _ campaign—that he will haver no 7 


e positions. In the first years of the spp, the Tories were at their 


to mould the new Alliance into a: ape which ¢ 
with Labour, without losing the sv 
ers who dislike socialism even mor 


~ So Mr Steel can see that his party's only hope of power may y be : 
to join forces with one of its larger rivals. Just suppose that- 


omy, softened by a more redistributive ta 
_icy. To Labour, imprisoned by its collectivist > 


The danger for Mr Gorbachev is that things can so 


in the south-west of England; some of the | ex ; 


port is already vestigial, andthe” “orles command: 


away from the Conservatives, it might F 
the Tories of a fourth-term. saa i 







: ‘eich t 








That is why Mr Steel has moved so fast. B 
should have been forgotten. He will, he ho; 








pport of those Alliz 
than Thatcherism. 
Dr Owen finds such maneouvring. repugnant. — 
above all, a man of principle. His antipathy to merger. 
disdain for the disorganisation of the Liberals, part 
for the prospect of playing second fiddle to Mr Steel, w 
party deed ese times as dated merce es as thes SDP. Mo 














politicians, he a found a middle oad eae 
cialism and the newer orthodoxies of the right: a 







































for merger. Dr Owen: has secret as a ae talks of lead- 
ing a rump SDP party. That way chaos lies, with candidates 
fielded by rival sects of Social Democrats challenging each 
other for seats, and squabbling in the House of Commons for 
parliamentary time. For Dr Owen to retreat to the political 
wilderness, like other politicians of dogmatic principle such as 
Mr Enoch Powell or Oswald Mosley, would be a waste. 

~ If he joined the newly merged Alliance, he could play a 
crucial role in providing Britain, once again, with an effective 
opposition to the fone party. The new Alliance will spend the 








London should encourage Brussels to get them right — 


As in the government’s eye, the City of London has been 
confused about how it is to be ruled. With Big Bang blasted, is 
the City still run by “self-regulation”? Or is regulation now 
“statutory”? Since the act became law last year, little has hap- 
pened to make things clearer. The government’s answer de- 
pends on whom it wants to reassure. When the public worries 
about insider trading, the rules are said to be statutory; when 
the City worries about being suffocated, the system is said to 
_ be self-regulatory. 

=> Such confusion—or. self: delusion—threatens to cloud 
- Britain’s response to an effort by the European Commission 
to impose fair play on takeovers in the 12 EEC countries. 

_ Though the commission’s plans are still sketchy, its aim is to 
find a common set of principles that should apply in takeover 
bids in each of the member countries. The rules would be 
enshrined in community law, and would be enforced nation- 
ally. Impossible, say British officials and City types, for this 
would flout London’s tradition of self-regulation. Their reac- 
tion muddles three separate questions: first, whether take- 
overs are best played out to voluntary codes or under statute; 
second, whether the rules should be set at national or EEC 
level; third, what the rules should be. 

2 London's new system of financial policing is neither statu- 
tory nor self-regulatory. It is a mixture of the two, with more 
f it now in statute, or backed by statutory powers, than was 
je case two years ago. The takeover rules are the exception: 

ey remain the responsibility of the Takeover Panel, a body 
that umpires bid battles according to a code. The days of this 
approach look num pered. The Guinness affair showed up the 
panel’s limitations. Last N lovember, a British court ruled that 
the panel’s decisions were anyway subject to judicial review 
nd so could be challenged in court. 

Another real scandal, another eae challenge of the 
panel, and the regulation of takeovers is likely to be handed to 
statutory body, with rules backed by law. The governor of 
ie Bank of England has already threatened as much. The 
sooner, probably the. better. Advocates of voluntary rules 
sim that they are more “flexible”, ', and can thus respond 


AG 


nerge r rules 


VER since Britain’s Financial Services Act was a EE oe to 5 hanna circumstances. But flexit le rules a are u 


‘most advanced and i internatio r a 


al RE ae The new Alliance will have d no 
intelligent spokesman on economic policy: he could ensure 
that it devises ideas to protect the poor while making the mar- 
ket economy work better. At one remove, he might thus help 

to reshape Labour, which desperately needs both kaa 
and constitutional reform. Without some agreement with the 
Alliance, Labour might never again return to power. Dr 
Owen has understood the revolution which has occurred in 
Britain since 1979. Let him use his fort powers to cre- 
ate an opposition which understands it Plat bol 











les need to be clear 





ally ones that ask to be bent. Takeover u 
and be enforced consistently. L a d referees can 
show a turn of speed if they are given iscretion in the 
way they apply the law. Opponents of statutes argue that take- 
overs will be snarled up in interminable legal wrangling. That 
has not happened in America, where statutes rule. Decisions 
are challenged, but only in retrospect. Business is not delayed. 


Europe’s bid 


Whether or not London moves towards: ta eover. law, it 
should welcome an attempt to work out a Europe-wide idea of 
decent conduct in takeovers. Cross-border investment in eq- 
uities is growing so fast that shareholders can only benefit 
from a minimum standard of protection throughout the com- 
munity. London’s ability to apply home-grov m scruples to an 
international game will be bolstered, not weakened, by 
broader European acceptance of the agoan that lie be 
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choked by a tangle ot didering 1 nationa 





should be. ^ statutory en “ill at, mately ciate he 
force of its law, eliminate foul vay -The rules of America’s 
Securities and Exchange Commission sadly do not ensure 
that all shareholders are treated equally in takeover bids. If 
the rules proposed by the European Commission are wrong- 
headed, or if the proposed method of applying them is feeble 

or cumbersome, then Britain has grounds to oppose an EEC 
approach. The aim of the exercise must emphatically be not 
to put a Eurocratic damper on mergers. Enforcement and at- 
bitration will have to stay at national | ae are to pro- 
ceed smoothly, quickly and fairly. I, , shareholders 
must be treated equally. So far, n 
these principles out. Britain, as th 

























= Increase of £41.0m in 
-~ profit before tax. | 
=o K Life and savings business mz ey 


Operin a before l axation —— 
United Kingdom s 
|. United States 
: naan 
nada 


es — the Word 


mer £761 im wre £1 (a oe | 
The Directors have agreed that shareholders be. given the choice of rec ing fully paid ord ry shares when ofa cash: dividend and full details of the 
ie “of the offer will be sent to shareholders with the interim report on 15 Septe iber 1987. Members of the public may obtain copies of the report the 
~ the registered office of the ai al at St. Helen's, dl s shaft London EC3P IDO. 
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FROM OUR SPECIAL CORRESPONDENT IN CHINA 


HINA is not easily wooed. It has ut- 


tered scarcely a soft word to Russia in 


the five years since the two countries began 


discussing their differences. Russia has 


~ beamed readily enough at China, at least in 
public. In reply, the stony-faced Chinese 
have spoken of the “obstacles” to better re- 
lation . Might China be yielding a little? 
ay , the countries of the West have to 
: tke notice.” 








the: biggest geopolitical gain for the West 
since the second world war. Too much has 

. . changed: for there to be any return to the 
< united Russian-Chinese front of the 1950s. 
-= But a cosier relationship between China 
<z and Russia would affect the West’s security, 
and that of the communist giants’ neigh- 
<- bours, throughout Asia. If it freed large 


numbers of‘ Russian. soldiers from duty 


_ along the Chinese border, it could sway the 
~ balance of | power in Europe as well. 
 China’s view of Russia is changing be- 
cause it thinks that Russia itself is changing. 
Qian Qichen says so. His opinion mat- 
Qian speaks for China at its meet- 









to ` win ihe mese of De g 


he great schism that split the 
communist world 30 years ago was probably 


ings with the Soviet Union: both in the 
twice-yearly talks-about-talks, and in the 
more specific border talks whose second 


round began in Beijing on August ith. He is 


a career diplomat who holds the title of first 
deputy foreign minister. He does not make 
policy; but he articulates it, and does so 
well. He ‘speaks Russian and English, al- 
though when he talked to your correspon- 
dent he used an interpreter to translate his 
tools | 

Like other Russia-watchers, Mr Qian 
en measuring the impact Mr Mikhail 
Goraka is having on the Soviet econ- 
omy. Mr Qian retains the scepticism that he 
acquired when he was a diplomat in Mos- 
cow in the bad-tempered early 1960s. Yet he 
acknowledges that China now believes Mr 
Gorbachev is serious about reforming the 
Soviet economic system. 

This augurs well for friendship, or at 
least non-hostility, between the two coun- 
tries. Reform on the scale Mr Gorbachev 
talks of means that Russia needs a long pe 
riod of relative calm in the world, one that 
Mr Qian ag couia easily. last into the 











start to look’ brighter. 





next century. With both countries. 
in reform and looking for a quiet lif 
on with it, the prospects tor their t 



































_ China, though, is not about to) 
those “obstacles” to a more rela 
~ There « are three: = Ruse 













Away froth | Beijing, towards ? 
east border in China's He ilongjian 
ince, local officials nowadays t 
roing attitude towards a Rus 


brass fr Boe two dee Local’ i 
the border is flourishing, and w 
boost this year when Soviet» 
Heilo: gjiang’s paper industry start 
n Russian. boats plying the Son; 
instead of coming more circu 
train. Some Russians have eve 
lowed across the border ta tend the 
of relatives. 
The other obstacles will oy f 
nore. Mr Qian agrees that Mr G 
wants to make people think | ‘Ru 
longer a marauding bear, and wou 
end the conflicts in bath A 
Kampuchea. He says that th 
inherited these “rwo head: 
predecessors. Yet he ar 
sians are hoping to win by 
direction what they have f 













































































- The largest obstacle i 
ation of Kampuchea. Mr Deng Xiaoping 
|} last year that he will meet Mr 
baci’ if Russia ends its. military sup- 
for Vietnam. Nobody expects that to 
appen quickly. But Mr Qian and other of- 





FROM OUR CHINA CORRESPONDENT 


NOCIALISM is not the neat science 
J some of Marx’s disciples say it is. In- 
stead, as practised ‘by today’s commu- 
nist-run states, it is the messy art of hang- 
g on to power. It is anart that breeds 
ssenters from within. China had 


laxed. attitude to the different thinkers in 
s patty ranks. Then, in January, the 
party chairman, Mr Hu Yaobang, was 
sacked for letting the ¢ ideological reins 


Fang won't keep quiet 


slip too far. For only the second time 
since then, on July 31st, Mr Hu has reap- 
eared in public. What are China’s intel- 
tuals to make of his resurfacing? 


lowed China’s party paper, the Peo- 
le’s Daily, to write that ‘ “Marxism can- 
not solve China’s problems.” Under his 
stewardship, China’s party intellectuals 


nition of Marxism, even if Mr Hu did 
not necessarily agree with. their conclu- 
i ns, À former deputy editor of the Peo- 
s Daily, Mr. Wang Ruoshui, lost his 
job in 1983 for arguing that socialism 
could breed alienation in a society that 
lacked humanism—a lack which he at- 
tributed to the tendency of socialism not 


ow been expelled. from the pare 





‘occu- 


Thinkers of the world, divide 


seemed, for a while, to be adopting a re- 


When he was in charge, Mr Hu had 


had been encouraged to stretch the defi- 


to treat people as individuals. He has 


not Rassa, is “the real problem. Mr 


Gorbachev said last month he was “confe 


dent” that Vietnam would keep its promise 
to quit Kampuchea by 1990. China has no 
such confidence, but Mr Gorbachev i 

even credit for at least putting the squeeze 


J 


Earlier attempts simply to insist that 
the party play by its own written rules 
and observe “socialist legality” also 
failed. This was the theme of the Democ- | 
racy Wall movement in 1979. The move- 
ment was crushed by China's present 
leader, Mr Deng Xiaoping. Although Mr 
Deng talks of observing “socialist legal- 
ity” as a way of separating the powers of 
party and state in the name of economic 
efficiency, he has never seen fit to release 
Mr Wei Jingsheng, a leader of the De- 
mocracy Wall movement. | 

The trouble, as Mr Hu seemed to un- 
derstand, is that dissent which is 
stamped down does not stay down. Con- 
sider Mr Fang Lizhi, an astro-physicist 
who used to be both a party member and 
the vice-president of Hefei University in 
Anhui province. He lost both distinc- 
tions when he was held responsible for 
inciting the student demonstrations late 
last year that got Mr Hu into such trou- 
ble. That has not shut him up. 

Mr Fang thinks socialism has hen: a 
failure in China and insists that intellec- 
tuals, not the much-vaunted workers, 
have the most to contribute to the coun- 
try’s future. He suggests rather cheekily 
that they can think a lot more Bee | 
than members of what he derisively calls 

“the old folks’ party”. Religion, politics 
and questions of social order ought to be 
debated openly, he argues, and not 
subordinated to Marxist philosophy. 
Most subversively of all, Mr Fang thinks 
that democracy must be seized from be- 
low, rather than bestowed by the party. 

Luckily for the party, Mr Fang's views 
are shared by few of China’s intellectu- 
als. In their eyes, the most interesting 
thing about him is that, although he has 
aired his views to the outside world via 
the western and Hongkong press, he has 
not landed in jail. After another bout of 
outspokenness, Mr Fang has been de- 
nied. permission to attend seminars at 
Cambridge in England and Stanford in 
California. But the fact that, like Mr Hu, 
he keeps bobbing up in public suggests 
either that he still has friends in high 
places—or that Chinas Communist 
party has decided it does not need an- 
other martyr. 





icials now seem to be hat Vietnam, 


l deed, 1 Mr Q Qian : 


fussing: 


FROM OUR TOKYO CORRES 


eran titantron aae E EANAN NEA SSE AESA maa EE AACE EAS A AEEA AANEEN YA riS ata aie mea sanashadi aad hk penton eens anno tt dorfman warn stutter Oven nates oe cia tote ect ro al sre ns as A oS RS Tae ASAA 


off China is no Tonger scowling at Russia, 
andi even offers the hint of a smile, how far 
might the friendship blossom? Mr Qian is 
adamant that the Russians must do more> 
about the three obstacles before anything 
like normal relations can be Sues be- 
tween ne two goy : uments aes a lone bal 











was simply a pa 


relations. do no 


they broke diplo 
withdrew ‘hoon de y 


China j is salt too preoccupied ith its 
difficulties at home, too conscious of its mil- 
itary weaknesses—and geographically too 
close to Russia—to offer real friendship. 
Yet it is hard to escape the feeling that.the 
“three obstacles” are increasingly an excuse 
for keeping Russia at arm's. length, rather 
than insurmountable hindrances in. their 
own right. By accepting that Mr Gorbachev 
means what he says about reform, the Chi- 
nese have taken the first step to feeling 
o relaxed about the superpower next 
oor 
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HE. statesmen: who speak for Japan 
. abroad have said that their country will 
reflate, thus: cutting its trade surplus, boost- 
ing the world economy and generally doing 
good. The bureaucrats in Tokyo are not so 
sure they like that idea: their obsession is to 
wean the government off deficit financing. 
Because inflation and ‘economic growth 
both seem to. be on the rise in Japan, the 
resisters are Hsia given mo ammunition. 
M 9 Nakasone 







aa 7 oie Will h area sa 
him back further? 
The tise i in. the oi 























All this is giving courage to those who 
want Japan not to do what Mr Nakasone 
promised. The Bank of Japan wants a sup- 
plementary budget that would increase de- 
mand only a little, and would give the stimu- 
lus to manufacturing exporters. This is 
music to the ears of the budget bureau in 
the Ministry of Finance, whose members 


~~ love balanced budgets: 


Sources: Bank ot England; Bank of Japan; Japan Real ma Ne: 








_at the central bank and finance ministry rub 
ieir hands. Dearer oil helps them in two 





ways. It shrinks Japan’s trade surplus; and 


the whisper of inflation it brings gives a rea- 
son for not raising public spending. 

Since the Plaza accord on currencies in 
September 1985, the yen has risen by 34% 
in trade-weighted terms. This is having its 
effect on the trade surplus. Last month-the 
surplus was down by 22% in’ terms of ye 







(and. 15% in terms: of dollars): compared 


with the previous July. Manufactt 


ports bave risen ee | but s 





tra dollar ona ane of cde idd; $2 b bib 
lion to the yearly import bill, Japan is je- 





rel lof $16 billion in ahaa imports nore 
than it was last year at thistimes 
The import bill is not the oul thing 
that has changed. For two years. Japan was 
protected from inflation by the’ rising 
alling commodity prices and a récessi 
‘xport-dependent manufacturing... Impor 
prices fell by 40% in the two years afte: uly 
1985; this meant a fall of 13.5% in wholesal 
prices (though consumer prices actually ‘ose 
by a whisker), A large growth in the’ money 
supply and easy credit led to huge price rises 
for some things, like land and securities (see 

_ chart), but prices in general did not budge. 
‘The change is that with oil prices up 
again, other commodity prices also rising 
and the yen fairly stable against the dollar, 
_Japan’s shield against inflation is gone. 
Wholesale prices went up by nearly 1% in 
July, their second straight monthly rise. 
~ Consumer prices have been edging up since 

~ January. 

The economy is moving along with 





















prices. Output is picking up, and bottle-. 


~ necks are being felt in some industries. In 
the latest financial year the economy as a 
_ whole grew by 2.6% (its slowest rate in a 
_ dozen years), while domestic demand grew 
by 4.1% (its fastest in seven years). Private 


| desh. The government was able to avert the 


The bureaucrats have sae a supple- 
mentary budget worth only ¥2.1 trillion 
($14 billion), compared with the ¥6 trillion 
Mr Nakasone mentioned in the spring. 
Their tax package looks almost deflation- 
ary; ¥1.2 trillion in income-tax cuts would 
be offset by extra revenue of up to ¥1.6 tril- 


lion from the elimination of small savers’ 


tax breaks. There was to be a programme of 


“India 


Neither rain nor famine 


FROM OUR DELHI CORRESPONDENT 


FP NDIA is facing its worst drought in 125 
. years with relative equanimity. The mon- 
soon rains due between May and August 
have failed across three-quarters of the 
country, arriving only in the most easterly 
regions. Until July 20th the Ministry of Ag- 
riculture went on hoping ‘that the rains 
would break in time to save the main rice 

crop. The hope has faded. 
In; Uttar Pradesh, the most populous 


- state, half the land ike not even been sown. 


In Gujarat, two-fifths has not been sown. 

Punjab and Haryana, which contribute two- 
thirds of the rice that the government buys 
to sell at subsidised prices through “ration 
shops”, are likely to see their output fall by a 
third. It is reckoned that the autumn rice 
harvest will be at least 20m tonnes short of 
the normal 60m. 

Since India became independent in 
1947 it has experienced only one compara- 
ble drought, in 1965. In 1966 the rains 
failed again in Bihar and parts of Uttar Pra- 
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| forecasters expect this pattern to continue. 
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Daed local government apendi 
nothing more has been heard of it. 
The civil service is pressing its adi 
tage: the budget bureau has begun to ¢ 
pile its 1988 figures, and has as usual 
ministries to submit reduced spendin es 
mates. The Bank of Japan intones the Hity 
of “prudence, with due regard... ro t 
long-term need to restore fiscal s sundress 
Decoded, that means spending t a 
Things are unlikely to go so far. But 
extra spending is likely to come only f 
extra receipts. The long-term solution is 
reform; but nobody will enter that min 
until the prime ministerial succession 
cided. At the centre of the proposed 4 
is a value-added tax which, whatev 
merits, would raise consumer price 
inflation up, that becomes even trickier. 
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threat of famine only by im 
tonnes of American food-aid wi 
and l Ím tonnes in 1966. 
That will not have to happen. 
those days the growth of India’s for 
lagged behind that of its soaring y 
The country had to import 3m-4 
grain even in good years, Thanks 
green revolution, food surpluses are 
normal as deficits used to be. Thetr 
mation began berween 1961 and 196 
an intensive programme intended t 
about dramatic increases in yie 
and wheat. The key was the use of 
bred high-yielding seeds on irriga 
with optimal doses of fertiliser. N 
than 140 new varieties of seed, suitable 
almost every part of India, were devel 
Three vears of poor rains, from 197 
1974, masked the progress of the rice r 
lution, which at once became app 
when the monsoons turned bownti 
Rice output, which had never befor 
ceeded 43m tonnes, shot up-to 49nvt 






























































983-84 wheat output had cli 00, to 
(5m tonnes. Total production of foc odgrains 
eached 152m tonnes that. year—three 
mes its level in 1951. The increase made 
6 more food available for each Indian. 

Most local food shortages: develop in 
e densely peopled rice-growing areas. In 
e 1970s the extra wheat grown in the 
rth went to meet the annual deficits in 
e southern and eastern states, where rice 
grown. When rice output began to take 
, the need for that transfer. decreased. 
om 1982 onwards wheat began to pile up 
‘the central government’ s godowns. To 
event market prices from crashing, the 
xnment had to buy up 3m-4m tonnes 
Ore grain each year than it could sell 
rough the ration shops. Most of this was 








li July 1985 these stocks touched 30m 
onnes. Since then, after two poor mon- 
oons in succession, the stocks have been re- 
uced. Yet on July Ist this year stocks of 
grain still stood at 23m tonnes, twice as 
-much as is likely to be needed to tide India 
cover the drought. The government is wor- 
‘ried not by the prospect of famine, but by 
the strain on the transport and distribution 
system, and by the fact that the drought will 
tend to push inflation up both in the coun- 





als come from the land. India’s age-old long- 
„ing for food security has been achieved—so 
long as it rains next year, r 





wo rried 
ROM OUR SOUTH-EAST ASIA CORRESPONDENT 


WGINGAPORE is fast recovering its eco- 
J nomic self-confidence. Two years ago, to 
e barely concealed glee of jealous neigh- 
bours, the city-state ran into its first reces- 
yn. Last year, while Asia’s other “little 
agons”, Taiwan, South Korea and Hong- 
ng, enjoyed GDP growth rates of 8-12%, 
ngapore managed a shaming 1.8%. This 


onths the economy grew at an annual rate 


‘repairing yards e 
„tourism. But the main reason for the recov- 





ryside and in industries whose raw materi- 


ar it is bouncing back: in the first six 


ded nearly 22, 000 new sobe Watered’ 


hll 1,000 for Il of last yea dth los of D 
DES qos year-an l a T | -ter’s son, Brigadier-General Lee.. 


electronics induey, and” 


ery is that last year Singapore reversed the 
high-wage policy that had priced it out of 
international markets. Wages were frozen, 
and company contributions to the employ- 
ees’ C savings scheme, known as 





FROM OUR SOUTH-EAST ASIA CORRESPONDENT 


T IS easy to see how highly education 

is prized in Singapore. Students pore 
over their books with extraordinary dili- 
gence; teachers are respected and well 
paid; a good examination result may get 
a student's photograph into the local pa- 
per; and the government has no egalitar- 


ian qualms about proclaiming that the 41 


brightest are the best. Singapore attracts — 
foreign investors in part by paver 

| its educated workforce. 

| Just how educated is another matter. 
Next month a pilot scheme is being 
launched to give workers a basic compe- 
tence in English and mathematics. It has 
the catchy acronym WISE, for “worker 


improvement through secondary educa- 


tion”. It is open to any worker who did 


not get as far as secondary school (which — a 


begins with the ninth year of education). 
The surprise is that the government 
thinks more than 600,000 people—53% 

of the workforce—will be eligible. | 


Although that figure shows an im- z 


provement—in 1979 some 60% of work- l 
ers had no secondary education—-Singa- | 


poreans are evidently not as wel- 


| 

| 

| 

i 

i 

| 

| schooled as the government would like 
them to be. Several things may account 
| 

| 

| 

| 

| 

| 

| 

| 


for this. The older generation (half the . 
workforce is over 30) had fewer schools 


to go to. Education is neither compul- 


sory nor—except for the minority Ma- 


lays—free (pupils have to buy books, . 
and there are small fees for tuition and 
other expenses). And a fiercely elitist sys- 
tem, in which streaming begins at the age 


of nine, discourages some of the less _ Now fo: 


able. 
The government headed by Mr Lee 
Kuan Yew (who got a double first at 
| Cambridge) fears that Singapore’s: high- 
“tech ambitions will fall flat unless its edu- 
cational standard improves. Last year a 
: committee chaired by the prime minis- 





: sien k 
© Loong (another double first from Cam- 
< bridge), pointed out that i n “another East 
|. Asian dragon, Taiwan, only 45% of the 
© workforce lacked secondary education. 
~ The corresponding figure for America is 
amere 6%. 
> Things are similar at the top of the 
educational pyramid. Only 5% of Singa- 


san eka S —— — 
Running a taught ship iy, ae 


raising productivity. and 


jobs, compared with less than 14% in 









The uestion is what. will happen. next. 
year. The workforce is docile (the head of — 
the trade union movement, Mr Ong Teng 
Cheong, is a cabinet member) but it is hard 
to convince workers mot to press wage 















porean | worke a: 





5,827 ee Pata een. growing ‘by 
around 10% a year). That is not very 
good in comparison: with the compe- 
tition: : 6% in oe Taiwan and 
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| Dey year £ 2000 i its aine: will © 
be increasing by only 1% A year, Ifthe — 
country is to get riche j: 
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) realistic” wage demands, it will almost 
ainly raise their contributions to the 
ovident Fund. In arguing for restraint, 
he government may stress.two points: that 
faiwan and South Korea are still growing 
much faster than Singapore; and that Singa- 
re’s biggest export market is. America— 
hose economy may start to slow just as Sin- 
gapore’ s wage costs go up again a & A 





Australian company and will earn its keep 
om advertisements. Some well-wishers say 
ey are looking forward to the station re- 
flecting the diversity of Fijian society. But 
S of the programmes : 





FROM OUR HONGKONG CORRE SPONDENT 


VEN before AIDS, Hongkong’ s homo- 
al sexuals never had much reason to be 
gay. Under laws that date from Queen 
Victoria’s time, in 1861, sodomy in the 
:> British colony is punishable by life impris- 
--onment. In 1967, Britain itself decrim- 
inalised homosexual acts between adults 
in private. Hongkong’s. government has 
: been debating a similar move since 1980, 
and it is now inching towards legislation. 
AIDS may put the moral legacy of the 
` Queen Empress to rest at last. 
A Hongkong government study sug- 
. gested amending the colony's sex laws in 
1983. It recommended that protection 
against sexual assault or. abuse. be ex- 


at consenting males he or older should 





with one another in private, and that pen- 
alties for other offences (bestiality, public 
buggery) be reduced. More than. 1,000 
members of the public made their views 
: known: a landslide of public interest by 
Hongkong standards. A well-organised 
~ homosexual lobby argued in favour of the 
~ changes, and a vociferous Chinese group 
- opposed them. 

- The negotiations over ‘Hongkong s fu- 
© ture under China took over the govern- 
-ment’s attention, and the report on ho- 
mosexuality was laid aside. By 1985 the 
AIDS scare had come into the . Gov- 














} = and, to ee sealed Gom a Sea 


JERE is Di news of a sort- Ta Fiji. T 
Next March it will have television for ` 
the first time. The station will be run byan _ 


likely to be | 


s well as girls, 


longer be prohibited from sexual acts 


ble audiences are small. Fiji, with more than 
700,000 people, two-thirds of them under 
30, looks the most promising, but it is still a 
minuscule market for commercial television. 


` There won't be a lot of money to ‘spare for 


local programmes. — 
Whatever the misgivings about the qual- 


ity of the shows, the fact that the station is- 


going ahead can be taken as a reminder that 
the country has not gone bust since the mili- 


tary coup of May 14th. After the coup there 
were worries that Fiji's sugar industry, its 
_ main export earner, would collapse. Many of © 
the industry's Indian, workers went on strike 
in support of the deposed mainly-Indian co 
alition government. But the strike is over 
and the sugar is being harvested. The gener- 


ous quotas under which the United States 
and the EEC buy Fiji’s sugar at above the 


<. world market price are likely to be met. 


Tourism has picked up too. When Lieut- 


Colonel Sitiveni Rabuka and his soldiers 
‘stormed parliament and arrested the prime 
: minister, the hotels emptied and stayed 


ernment officials, fearing that decrim- 
inalisation would help the disease“ to 
spread, trod all the more carefully, ` 

Chinese records give hints of homo- 
sexuality as early as the Shang dynasty 


Selective killer 
AIDS cases. ereeeriae to World Health Organisation 
as of Aug 5 1 


by country — 
Worst 16 
med States 


by continent as % of total 
"Total: 56,320 


No. of cases 
39,263 
1.695 


Europe 11.0 


Asia's lighter touch 
Australia 


Singapore 





(1122 Bc). The chronicles of the Han dy- 
nasty, at the time of Christ, named em- 
perors and their male favourites. By the 
time of the Norman conquest of Britain 
male prostitution and public transvestism 


eee asaru inate te eee ated meetin eee m aama e e ra a N rA serra: 


~~ soap oead oder shows that are popi 
> far in Australia and America... ee 
Television has conquered few of the tiny 
island-states of the Pacific because the possi — 


- be restored to the co 


even though Fiji 


cent Chinese youths fro r 


o ada the 
The Communist 






| down a among ree na trees, 

The country is peaceful but remains po- e 
litically confused. The most powerful man is 
still Mr Rabuka, who has promoted himself 
to brigadier. He retains the support of most 
of the ‘ethnic Fijians, in whose name he 
mounted the coup. The ethnic chiefs have 
produced several ideas, all of which sound 
nutty to anyone hop oan will 















rewriting the « cor r 


origin than it does et 
chiefs favour ru 
selves and abo is 


minister, Dr Timoci Bavan fra, 2 an E E 
jian, have, naturally enough, rejected the 
o The governor-general, Sir Penaid — 





- Ganilau, holding on to what saa of his is ` 


tattered authority, has done 
time comparing: thing He 3 








Thee see ae as 
problem, and think the law: 


westerners. 

Some Hongkongers also ar AL ethatth the 
legal system must provide moral g 
for the colony's irreligious and transient 
community. To make homosexuality no 
longer a crime, they fear, would be to con- 


done it. In China itself, by. contrast, there 


are no laws against homosexual acts; the 
Communist authorities think the ques Salles 
tion too small to worry abe : 
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the situation right.” 
sion, delivered by President Ronald Reagan 
in his televised speech on Wednesday night, 


_ isa far cry from his promise that, once the- swered. 


a lran-contra hearings were over, he would 
~~ out his response from the rooftops. Mr 


sagan draws his remarkable strength from 
his rapport with his public; when the public | 


tells him, as a majority of it has until now, 


that it no longer believes what he is saying, 


this is more hurtful, and more damaging, 
for him than it would be for the common 
run of hardened politicians. 

Mr Reagan was making his third speech 


on the Iran-contra crisis. His first, in No- | 


vember, was dreadful: packed with lies and 
half-truths (his advisers ‘confused the presi- 
dential mind” said his former chief of staff, 
- Mr Donald Regan, about an equally awful 
press conference a few days later). In March, 
when the Tower commission published its 
report, he came close to saying sorry. On 
Wednesday, looking old and slightly bat- 
tered, he repeated the one apology that he is 
prepared to offer: that his concern: for 
“Americans in chains” made him stubborn 
in pursuit of “a policy that went astray”. 


Even now he does not admit that the sale of 


«rms to Iran was a mistake from the start, 
nly that it went wrong when it got tangled 


“There’s nothing | can say that will make up somehow 
This sad little admis- 


pom a ste | 


dent's agenda 








vith the e hostages. 











teafirmëd” : wate he. had s en 
lcheartedly, the effort to Hep 


pa pis countries and private sources 


but had 


own nothing about the diversion 


| responsibility: Vice-Admiral 





trust | seit coropiedation, oe 
sand the administration. He 





ate e abieto d strain coopera- 





Union on the elimination of intermediate- 
range nuclear weapons. 

The other three items on dhe presi- 

a all bode trouble, The nomi- 

nation of Judge Robert Bork to the Su- 

Court for. a 1 start, Alt | ugh Mr 








om the Iran arms sale. He ač 


x ery was R to tey to Ai | 


iit. The glowing exception is 
the chance of an agreement with the Soviet 


legislative branches to regain trust i 


day that he evidently need: 








Bork’s confirmation hearings 
away, the ideological battle i x 
throttle. The administration pre seferi 
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cae A e Defence : 


by he ieee Kar rly 
patched. The underlying need, 
dent pointed out, is for the executive 


another. Yet neither his apology, no. 
agenda, signalled his own determ 
move in that direction: his apo 
stepped the central rule-oflaw 
agenda, inadequate to the oct 
packed with political calculatio 
the president is-off for the thre: 












Vhere Congress 
ears to float 


SHINGTON, DC 


aNHANCING the fainely demite 
4 quality of the Gulf enterprise, Ameri- 
an critics of reflagging are going through 
he motions of protest but remain essen- 
ily spectators as the events unfold before 
em (see page 43). Democratic legislators, 
d some Republicans, lament the insouci- 
ce about mines at the start of the opera- 
n; opinion polls show that most people 
o not believe reflagging the Kuwaiti tank- 
was worth the risk. Yet the non-events in 
ingress, in the weeks before the legisla- 
e packed up for a month-long holiday 
t weekend, suggest that most congress- 
n, at this stage, are prepared to leave the 
ministration to pilot its way through 
rouble. 

. The House of Representatives did suc- 
eed, early last month, in passing a resolu- 
ion calling for a 90-day delay in the 
eflagging process. But this was never picked 
p by the Senate, which has been embroiled 
a spectacularly testy and unproductive 
sion. Efforts, energetically pursued by 
enator Dale Bumpers of Arkansas among 
thers, to delay the process, to make it less 
‘open-ended, or. merely to convey dissent, 
have been blocked by a series of unstoppa- 
ble filibusters, 














ave given Congress the chance to grab part 
f the action. The law was passed, over Pres- 
nt Nixon’s veto, in 1973, in the after- 
th of the Vietnam war; its intent was to 
it the president’ s powers to commit 
erican forces “to hostilities or situations 
here hostilities might be imminent” with- 
ut congressional approval. It requires the 
resident to report such a commitment to 
ngress within 48 hours, and to withdraw 
Troops after 60 days (possibly extended to 
days) unless Congress specifically 
orises that they should stay. 
The law has never been invoked. It al- 
was in 1983 when Mr Reagan sent 
js to Beirut, but the administration suc- 
ded, with Congress s assistance, in side- 
ing the issue. Now, in the Gulf as in 
non, American. servicemen—probably 
-of them by September—are being 
to dn area a ghere . imminent” 















gislati irii an v Ar eee tõin 
the law. They argued that a vote to do 
even if passed in the House, would be 
cked by a Senate filibuster, and beyond 
at by a a a is true. B 










when the threat recedes, The stick is to let Å 


ble hands will place mines in Iranian ports. 
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be counted. Were the War Powers Act tobe high-tech madi thei the United State 
invoked, the responsibility—for continuing gradually assembling is out of all proporti 
the action or for stopping it—would sud- to the low-tech threat. True, though Iran 
denly become theirs: a difficult choice, once deploys some fairly high-tech threats too. 
the commitment had been made. Mr Zbigniew Brzezinski ¿who was national 
So a group of 115 Democratic congress- security adviser to Pre dent Carter, makes 
men (including four senators) have gonea a similar point from a different angle. The 
different path, filing a suit with the federal concentration of sò much unsuitable mili- 
district court in Washington. to oblige Mr tary hardware, he argues, conveys to the Ira- 
Se to invoke the act. That, at best, will nians how reluctant America is to fighte- 
be a slow process. The court hearings: are Ridiculous, says Mr Caspar Weinberger, the 
unlikely to begin until late September and, secretary of defence, who stoutly defends . 
whichever way the decision goes, the loser the operation. : 
will probably appeal. It is an uphill defence, Amaca their 
Along the way, the most substantive eyes on the television news, see ‘confusion can 










_ part of the act—the withdrawal of Ameri- and find little comfort. They are glad that 


The; War Powers Act: should, in theory, ` can servicemen unless Congress says they friends and allies are, at last, rallying; but 


should stay may be found to be invalid.In what, they wonder, might happen the next” 
1983 the Supreme Court ruled the legisla time an American aircraft fires missiles, ie 
tive veto to be unconstitutional. This left in- more accurately, at an. Iranian ircraft “pere 
determinate the status of about 100 laws ceived” as hostile? They are baffled by the i 
that, in some form or another, contained irony that the latest casualty was an Ameri- 
legislative vetoes. In a further case, last year,  can-operated tanker carrying Irania 
the Supreme Court ruled that a veto provi- they are still embarrassed by the m 
sion can be dropped without rendering the when tankers had to. es 
rest of the law invalid, A test of the War ie the minefie li 
Powers Act’s validity could be a helpful ex- : 
ercise. a 
But it is not clear how this fairly long- : 
term legal exercise can affect pent s mise 
sion in the Gulf. Others are trying more di- 
rect means of persuasion. Representative 
Les Aspin, he chairman of. the House 
Armed Services Committee, has come up 
with a seven-point plan for a stick-and-car- T 
rot policy towards Iran. The carrot is that © 
the United States should announce publicly ae 
that it will review its military presenceinthe 7 
Gulf every few months, and reduce it as and ~~ 






















Iran know that if invisible hands place it 
mines in the way of the convoy, other invisi © 


But is it Iran that is laying ı mines in the Gulf 
of Oman? Nobody, inc luding the Defence: 

Department, is quite sure. | E 
Mr Aspin goss on to pae, that the . 
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What to look for in 
a parachute company. 


The prod uct: 
Highest quality construction 
Proven reliability 


Back-up system in case something goes wrong 


Highest standards of engineering and technology 


The company: 

Long history of experience in the field 

Has resources to teach you how to use the equipment 
Gives you a feeling of confidence 

Skilled people willing to make a commitment 
Understands what you have at stake 


Shares your concern for achieving the desired results 





What to look for in 
a computer company. 


(see What to look for in a parachute company, opposite page) 
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We're not in the computer business 


aot, W in the results business 
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Fig. 7 Winners. 


COMMITMENT, PURPOSE, RESOLVE 
- REWARD FOR EXCELLENCE - 


IN SPORTING circles, the maxim ‘winning isn't everything, it's the only 
thing, i is often: quoted. Competitive. team sports do tend to elicit reactions of 
such do- or-die intensity. 

When the team wins, the shared exultation 
is immense. To work so hard, come so far. 
Formal acknowledgement is not an end in itself. 
Yet who would deny the gratification such 
recognition affords. Perhaps, more importantly, 
once a mark is set the motivation to maintain or 
better this standard can be an all-powerful force. 

A PRIME MOTIVATOR. Westpac boasts an 
enviable track record of being recognised for 
its performance. 1987 sees the momentum 
continuing. 

Australia’s world. bank has just been Sarre 
among the top ten in the latest ‘Euromoney’* 


poll of the ora 19 ae exchange banks. 











trading both Australian af New Z aad currencies. 


Fiu. Article by It’s a fitting reward. 


Anyela Mackay, 
Printia Rewiew, 


May 1987. THE TEAM. The attributes that have attracted the: 


plaudits of the world’s corporate treasurers are many and 


RDU 


varied. An ability to think outside the square, price with a 


yd Raasing the standard. 


keen eye on the bottom line and then be totally committed to's service, are the 
foundations. Total professionalism stands Westpac’s Forex Team apart. World 
recognition is yet further affirmation of Westpac’s commitment to teamwork. 

The ‘team’ philosophy has been integral in the ascension of Westpac as 


Australia’s world bank. For fast competitive foreign exchange service, call 







the professional team at Westpac. 












London, New York, Chicago, San Francisco, Wellington, Sydney, Tokyo, | 


Westpac Banking C 


spending $1. 
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billion | yf = 

As revenue projections a | she 
states also began squirrelling. money away in 
trust funds. These vary in size. Texas, which 
places 46.4% of its revenues in trust funds, 
-has 250 of them; their assets total $21 bil- 

lion. By. contrast, North Dakota’s perma- 


nent trust funds contain only $250m. When rc 
< trust-fund deposits are measured per head, “c 
< Alaska is supreme. The Alaska Permanent 
_.. Fund contains $8 billion which, divided 
ue oie 530,0 000 D people, gives them $15,000 
eac 


But when the price of oil fell, coinciding 


with agricultural depression, the restrictive 


nature of such trust funds became evident. 
- The most obvious case is Texas. Despite the 
princely sums tied up in trusts, in July the 


< legislature had to pass the largest i increase in 


state taxes in American history. It could 
“ot, for example, touch the money tied up 

x its Abandoned Motor Vehicle Trust 
‘fund. That may be used only for the pur- 
pose specified by law: towing away- aban- 
doned cars. 

Alaska, an even richet state, nae fis- 
cal 1986 with a deficit in the operating bud- 





get of $196m. In order to meet its obliga- 


“tions after February 24 1987, the state had 


to make use of a contingency fund. Alaska 


repealed its income tax in 1980; it has no 
sales tax. Its practice, ever since the setting 
up of the Permanent Fund, has been to 
hand out dividend cheques from the fund to 
every citizen every year. The amount’ set 
aside for this autumn’s dividend is'$400m, 
about half the fund’s annual earnings. If the 
dividend payment were to be dropped, 
there would be a political storm: Mr Walter 
Hickel, when he was running for governor, 
wanted to do so and lost the race. But Mr 
Steve Cowper, the Democratic governor 
who came in last year, would rather like to 
use the Permanent Fund to help relieve the 
budget deficit both this year and next. 
» There is nowhere else, he says, to get the 
money. 
Every big IEEE ETE stateexcept 
Alaska, Wyoming and California has had to 
raise taxes for the past two fiscal years. In 
Wyoming, as in Alaska, part of the income 
from its’ Permanent Mineral Trust Fund 
goes: directly into the general fund. Wyo- 
“ming ended its last fiscal year with a surplus. 
California, with a much more broadly-based 
economy, does not have to think about raid- 
ing its trust funds yet. 





State legislatures usually set up two 
kinds of trust funds. The first kind, often 


called an earmark fund, are statutory. These 
draw money from a specific source, usually 
taxes from the sale of cigarettes, alcoholic 
drinks and petrol or royalties from oil or 
~ coal production. The interest, and often 


part of the principal, from such funds is 


7 _ Spent on a specific project, such as roads or 









‘Connecticut and Rhode Island only 1% 


poner 


E western 4 states. 


defen ouive candidates _ Lele mumbly 
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is” 0%" of its” fund” 


Tevenue, 


This type of fund is not inviolate and 
can usually be raided by majorities in both 
houses of state legislatures. Until last year, 


“Montana‘had about $682m in so-called ded- 
icated funds, two-thirds of which came from 
To ye ities on coal sales. The state's financial 










is became so acute that during a special 
‘the legislature broke open the piggy 
spent the principal of their 
‘ducation Trust Fund, which had 





$79.70 


_ been set up in the good days of 1975. They 
“were careful, however, to spend it either di- 
3 rectly. or indirectly. on education. 






$ e second type of fund is protected by 





a state’s constitution. Breaking into one of 


usually requires a two-thirds vote of 
both: houses o of the oe and, in ı addi- 








y ea many of Ca states 
joined the Union, they were given territorial 

rants; commonly, pa? a the land poni 
* ao. hips 














Alone among presidential candi- 
dates, Mr Bruce Babbitt, the for- 
-mer governor- of Arizona, is 
brave enough to twist his mouth 
around the word “tax”. Addi- 





k tional eve 1 ues are implicit i in the promises 
“tion, child- health and job opportunities, f- 


mocratic contenders—balanc- 
udget, spending more on educa- 


nanced only in part by modest cuts in 







dale committed hara-kiri by acknowledging 
the need to raise taxes if America were to get 
its economy straight. Mr- Babbitt, not a 
mumbler by nature, believes: that the 
strange times of the past three years may 
have made Americans a little bit readier for 
honesty than they were. 

He is boldly trying them out with his 
proposal of a 5%- consumption tax, which 
he calculates should raise $40 bil lion-60 bil- 


-lion a-year. He would make the levy, which 


could be structured either as.a sales tax or as 
a value-added tax, less regressive either by 
combining it with income-tax relief for 
poorer people or by exempting food, medi- 
cine and housing. Americans know’ about 
city or state sales taxes; ön a federal level the 




















idea is new. In addition, putting his head 


sof some far-from-toothless old 
i y posed that people 


slat cad nia Nt eho ie a 


lection, hen Mr Walter } Mon- 






be leased to a farmer or mining 
and the income used to build a 
schools. But what happens when the 
population drops? 

Financial experts say that the 
flexibility is the curse of dedicatee 
is not the only one, Not all dedica 
arë brimming over. If the fund is 
on a aie for sa a 
drive less because petrol has beci 
the fund users come begging: 
ture. Some funds have been set a 
practical way. One to buy park las 
rado left no money for upkeep. 

Trust funds also create. 
tween the haves and the have 
war has been going on betwe 
and the University of Téxa 
most st generously uch ed ni 
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The Elvis effect 


|) MEMPHIS 


IAGARA Falls may be disappoint- 
<- Á Ning up close, but Graceland takes 
< the breath away. Elvis Presley's former 
_ home is, from the outside, a gracious 
: southern mansion, with 14 acres of lovely 
‘grounds, all set in a strip of fast-food 
joints and filling stations. The inside, in 
` jts way, is no less perfect: an explosion of 
shlock and kitsch, with carpets on the 
ceilings, mirrored stairwells and countless 
-television sets. In the garden is a kidney- 
`- shaped pool, and a place of meditation 
where Elvis and his parents are buried. 

“On August 16th, the tenth anniver- 














pected to pay’ their respects. Contingents 
: i will come from all over the world; Britain 
| is sending 1,500 (both Millwall and Leeds 
1 United football clubs are immortalised in 




































a candlelight procession; watch Elvis im- 


- King. They will be right to do so. Modern 
~ America would not have been the same 
| without Elvis Presley. The man who 
| changed rock music also changed the na- 
< tional culture. 

Elvis first entered a recording studio in 
| 1953, first cut a record in 1954, and 
‘achieved national fame in 1955. He came 

along at a propitious time. America was 
_ on the crest of a wave; family income was 
rising. Television, the other key determi- 
nant of national culture, was just finding 
its feet. 

Thanks to programmes such as 
“American Bandstand”, performers who 
might have been limited to the regional 
< markets served by local radio received na- 
~ tional exposure. From 1955 to 1970, 
~ while expenditure on total personal con- 
sumption rose by 150%, spending on re- 


roughly 75% of all recorded music sold, 
by value, is rock or other “pop” music. 

_ This staggering growth cannot be ex- 
plained by simple demographics. Between 
1955 and 1960, the numbers of 14-21 
year-olds rosé by 17.4%; spending on 
-records rose by 96% in constant prices 
(see chart). Five years. later came another 
` boom. From 1965 to 1970, the teenage 
market expanded by 16.3%; spending on 
records and tapes went up by 56%, again 














tastes by whites 
to the war in V 







i sary of his death, 50,0 000.people are ex- 


graffiti at Graceland). They will march in 


_-personators, and mourn the loss of the 





corded music increased fivefold—and | 


extent without rock music. We all live i in 
the world that Elvis made. 

It may not, however, be a nice world. 
Mr Alan Bloom, a professor at the Uni- 
versity of Chicago, certainly does not 
think so. His book,“ The Closing of the 
American Mind”, a learned disquisition 
on things Rousseauesque, Nietzscheian 
and Platonic, has been the publishing sen- 
sation of the summer. It sits at the top of 
the New York Times non-fiction list, 
though how many of those who have 
bought it have also read it must be in 
some doubt. | 

“This”, says Mr Bloom, “is the age of 
music”, which is to say of rock music; Mr 


Bloom thinks that interest in the classics. 
is dead. Rock, he says, has “the beat of 
sexual intercourse...life is made into a 


Revolutionary pelvic thrust 


nonstop, commercially prepackaged 
masturbational fantasy.” And, in a much- 
quoted passage-on his students’ taste for 
rock: 


It is of historic proportions that a society's 
best young and their best energies should be 
so occupied. People of future civilisations 
will wonder at this and ‘find it as incom- 
prehensible as we do the caste system, witch- 
burning, harems, cannibalism and gladiato- 
tial combats. 


How should one take Mr Bloom? One of 
the more amusing aspects of the summer 
has been the long wait for a-reaction to 
him from Mr William Bennett, the educa- 
tion secretary. Mr Bloom's book is rightly 

thought to neve provided the intellectual 








Gore, wife of a š 


mean, they. should. TE 











is. “Although he 
once swap his electric guitar fora copy 
of Hegel’s “Phenomenology of Mind”, he 
still wonders if he did the right thing, and 






still has a big collection o rock. records. 






, has taken the 
iho both agree 
ho-do not want to 
al a youth: ‘They. say that rock 
music in the 1950s was innocent and fun; 
rock music today- can be beastly. and 
shocking. It can glorify sex, drugs, and vio- 
lence; hence the supy port for the Parents’ 
Music Resource Centre of Mrs Tipper 
tor-cum-presidential 
candidate, which: tries toget warning la- 


Mr Bennett, it appe 
line Breit among thos 















- bels on records with suggestive lyrics. 


This is a misreading of history. If peo- 
ple as intelligentas Mr Bennett and Mrs 
Gore do not know whar choruses of their 
youth like “uptight and. out of sight” 
xual undertones 
of rock have always been there. Radio sta- 





tions. playing rock were picketed in a 


1950s; Elvis himself had to be filmed only 


from the waist up when ‘he first iene 


on television, so suggestive were his pelvic 
thrusts thought to be: <. 

There is still, however, something in- 
teresting in the ease with which the case 
for the innocence of 1950s rock is'made. 


The 1950s are back in vogue. It was the 


high point of the American Century. 
(One of last year’s best-selling books was 


on the 1950s; it was called simply “Ameri- 


can High”.) “La Bamba”, a popular film 

this summer, celebrates another dead rock 
star, Ritchie Valens, who died in an aero- 
plane crash with Buddy Holly in 1959. In 
the film, Mr Valens is sickeningly inno- 


cent. He is a virgin; he is kind to his hard- 





working mother; he dates a blonde whose 
dad sells real Americ ars (no Japanese 
imports here); and he is a Hispanic who 
(no bilingual education here, either) can’t 
speak Spanish and doesn’t want to. 

To use rock:to celebrate the innocence 
and traditional American values of the 





1950s is not entirely to indulge in mythol- 


ogy. Elvis really did love his mother and 
father. He may have led a less than simon- 


_ pure existence, but when the latest batch 


of President Nixon’ s papers were released, 
it was discovered that he had warned the 
White House how anti-American the 
Beatles were. o 

Those who.go to Graceland to honour 
Elvis will njoy their reverences the more 
because they are now told thar life is grim. 
The cover of the Atlantic magazine an- 
nounces America’s. dec ine; ; long. articles 
are written . the small 
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the tates happened; of how largely i inn 
cent dance music became within ten year 
a backing-track for the social and intelle 
tual whirlwind of the 1960s. Curiously, 
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3 own doorstep. oh 
© The Un iversity of Chicago, where | he: a 
By was a student before his return as. a profes: 
~~ gor, sits like a placid island in the waste- — 
land of Chicago’s South Side. All around © i 
it, from the 1940s on, black immigrants 
from the Mississippi Delta electrified. their 
` folk music and turned it into a unique, T 
driving urban blues. 4 
© < In the early 1960s, Paul Butterfield, a 
-white student at the University, decided 
< -that he wanted to play the blues too, and 
did. His band of white and black musi- 
cians got a terrific local following. In 1965, || 
the Butterfield band was invited to play at 
e- annual Newport Folk Festival in | 
awiode Island. Folk was, with jazz, the mu- 
sic of café society intellectuals. 


-Iy was Mr Bob Dylan, wno aco | 















bach a his ald n and T to- 
wards rock. But he lost none of his intel- 
lectual pretensions along the way. Ever af- 
ter, rock would be about alot more than | 
hot. cars, ponytails and teenage love. Mr 
_ Dylan’s switch to electrified music was a 
~~ geminal moment in the loss of that Ameri- « 
an- cultural innocence celebrated at 
sland, and Paul Butterfield was a crue 
of i it. He died in Los Angeles, aged | 
er this ie aaa noticed. 











agri-businesses, 1 no tax: ‘reli f 


under any system, wi 
own: Mr Babbitt is somewhere at the bot- 
tom in national opinion polls. This makes 
















ple, snooty or baffled, in \ 
. York, Bostor But out west, and in the early 
i primary s sti aeS; itis s different: his name is 


the answer seems to lie on Mr Bloom’ Si, : 





for second 
mortgages, no second weapons system if the 
first can-do the job. Mr Babbitt, bursting 
with rather good ideas, is partial to packag- 
ing them inside woolly-sounding catch- 
phrases. His “democratic workplace”, for 
instance, contains specific proposals for per- 
suading companies to give their workers 


| performance pay, shares in the firm and 
child-care vouchers. _ 


Honesty and intellectual rigour do not, 
élections on their 








raising money a grindingly uphill job; his 
campaign, already run on a shoestring, has 





‘been obliged to borrow against future fed- 


Jho’s he?” ask peo- 


eral matching funds. “W 
1 Washington, New 








bicycle rides across the 470 miles of the state; 
he is the sort of relentless outdoorsman 
whom staff members avoid at holiday week- 
ends for fear of being bludgeoned into ac- 
companying him on a nip across the Grand 


Canyon. Though he still comes.low in the 





poll of all registered Iowan Democrats, he 


has been ranking first or second among the 
20% or so who regularly: bestir themselves 


to get to the caucuses—a tribute to his 


sharp organisation in the state andan early 


television blast. His chances depend, abso- 
utely, on doing well in lowa. 


His strength is that he was the success- 
ful liberal governor of a conservative west- 
ern state. He strove to diversify a failing 
economy, and did so with such vigour that 
Arizona. now comes first among states in its 





rate of new jobs. He left behind him a Re- 





publican legislature proud of the radical 
health-care and environmental laws that it 





had initially opposed. He is detached from 
Washington, with all its sins of omission. 
And, in the geographical area that. politi- 


cally matters most to him, he and his state 
are familiar. Young mid-westerners go 


ch e for jobs and often they go to Ari- 


id-westerners make the same pil- 
 grimag nw inter, in n search of warmth, 
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we s puting e ; his 





way in the tale 


tree, he asked people what they v A 


aah, An Pa de- ; 


he now practices regularly on - 


i with nidgés SEE e 


to talk abour. South Dakota has. O 
cently been sneaked, by its Republi 
lature, into the early races. les pr 
scheduled for February 23rd, one w 
New Hampshire's. The National 
cratic Committee, vexed at these get 
tactics, has said that ic will not se 
state's handful of convention delegar i 
issue may go the courts (a similar 
with Minnesota, which holds its 
the same day, has also to be work 
Never mind: South Dakota has 
sumed some importance in the ca 
a whole, and campaign managers a 
ing their timetables. And Mr Bal 
gone to Sioux Falls. But South hD 
sleepily waking up to their y 
power, aré in no hurry to com 
selves to a candidate, let alone ta 
hundred-and-one volunteer jobs: 
a primary campaign to life. 
The most gripping issue in Si 
me AA is the strike at the me 





























































at Sioux ‘Cie alee and things a 
ing their way. Mr Babbitt dodged 
of the strike, taking refuge in t 
principles of his democratic wo 
went on, with some relief, to talk 
eign policy: how it should be lesed: 
much less reactive, concerned m 
Mexico than d Nicarag j 





























Mene deal ah its se | 
And he talked about bims 
when he was Arizona’s attorney: 
sudden death of the Republican 
the middle of the night landec 
unexpected succession. Arizo 
cans wondered how this yout 
activist (he is 49 now) came to. 
on their shore; he wondered 
survive with these sons and 
Barry Goldwater. As it happe 
eight years of coexistence, 
well. Mr Babbitt’s fiscal conser 
vative social ideas and prac 
mind appealed to an unlikely ci 
Therein might lie a lesson. 
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America and Pakistan 






kistani political skills i in re : 














































onean Last orca in ae wake of the 


State Department official, Mr Michael 
Armacost, returned from Islamabad with 
some unbankable promises about pursuing 
law-breakers and a flat refusal to allow in- 
spection of Pakistan’s nuclear facilities. 

. Western governments have mostly 
closed the barn door after proscribed nu- 
ear exports have gone to Pakistan. This is 
hat happened with ${m-worth of Ameri- 
can bomb-testing equipment exported in 
1982-83. On July 17th, four years after 15 
cret shipments arrived in Pakistan by way 
of Hongkong, two Americans and a Hong- 
yng Chinese were indicted. But a week ear- 
lier, customs men struck in time: after an 
ght-month sting operation, a Pakistani-Ca- 
n was arrested in Philadelphia and 
ed with bribery in a failed attempt to 
sport 25 tons of corrosion-proof steel for 
ë in producing weapons-grade uranium. 
5 partner in Pakistan, a retired general, 
has since been indicted in absentia. 

-> “The indictments come at an awkward 
time for the administration. For six years it 
_ has winked at Pakistan’s bomb-building ef- 
-forts by granting a waiver from non-prolif- 
-eration laws which would otherwise require 
cutting off aid. The waiver has to be renewed 
by October Ist if Pakistan is to get the first 





yell as an airborne warning system. But an- 
other complication now presents itself: a 
-1985 law prohibiting aid to countries that 


ment, written by Representative Stephen 
Solarz after an earlier Pakistani nuclear- 
smuggling case, was specifically designed to 
make Pakistan as well as its agents pay a 
_ price for breaking American law. 

Inthe spring, Mr Solarz teamed up with 
the White House to push for a new waiver of 
the non-proliferation law. His aim, and that 
of the administration, was to stop Pakistan 
ng all the way to assembling and testing 
; bombs, but also to preserve Pakistan as a 
ynduit for aid to the Afghan rebels. This 


rmacost pw little j Joy from Zia 


latest nuclear-smuggling incident, a senior 


lump of a six-year $4 billion aid package, as 


: break nuclear-export bans. This amend- 







Truth in trading? 


WASHINGTON, DC 


T SPEAKS volumes for the impor- 

tance that America’s trade deficit has 
| assumed in Washington that the replace- 
| ment for Mr Malcolm Baldrige, the com- 
| merce secretary who died in July, should 
| have been a matter for intense lobbying. 
| In the event, President Reagan has 
| ducked all the choices thrust on him by 
| competing groups, and has gone for his 
| own man: 70-year-old Mr William Ver- 
| ity, who retired in 1982 as chairman of 
| Armco, one of America’s 
| steelmakers. 
| Mr Verity came to Mr Reagan's at- 
tention when he was the head of a task 
force on private-sector initiatives in the 
president’s first term; he has also been 


leading 


chairman of the United States Chamber — 


{ 

| 

of Commerce. Although he is expected 
to be confirmed by the Senate with little 

| trouble, his views on two matters of cur- 

| rent policy will be subject to scrutiny. 

| The first is protectionism. Mr Verity 
comes from an industry hit harder by im- 
ports than most. The second is his belief 
that trade between America and the So- 
viet Union should be increased. He ar- 
gues that restrictions on exports to Rus- 

| sia lose American companies valuable 
business. 

| On both matters, President Reagan 

: has already spoken for Mr Verity, saying 
that he shares the president’s belief that 

| sensitive technology should not fall into 

La E P LSE ATE EAEE EEE EE 





role has recently become more important as 
American Stinger anti-aircraft missiles have 
begun to shift the tactical balance of the Af- 
ghan air war in the rebels’ favour. But Mr 
Solarz has now changed position as a result 
of the latest smuggling plot; he wants to see 
his own amendment enforced. 

Nobody expects serious action either by 
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For ‘Americans, the choi 





Russian hands, and knows that Ameri- 
can protectionism will prompt foreign 
retaliation. This does not mean thar Mr 
Verity will not be his own man. It indi- 
cates, rather, that the president sees the 
need for someone in his cabinet who 
takes the same pragmatic line on trade as 
he does. That is what the business com- 
munity, if not some conservative ideo- 
logues, wants from the commerce secre- 
tary; that was Malcolm Baldrige’ 5 | 
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strength. 
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the administration or by Pakistan; Paki- 
stan’s nuclear perfidy is not an issue an em- 
battled White House would choose to em = 
brace. Pakistan, for its part, denies ans 
government law-breaking. but is promising 
to investigate and arrest the naughty fellows. 

The Appropriations Committee of the 
House of Representatives has come up with 
a mild rebuke for Pakistan by authorising 
the president to waive lated biases re- 
quirements, although not until January and 
only for nine months (compared with six 
years demanded by the administration). The 
battle may yet be joined on the Senate floor 
in September, when determined non- 
Bee may try to hobble the waiver 
with a flibuster. But the Afghan rebels re- 


main a popular cause in Congress, which ap- 
proves some $300m/a year in covert aid for 


them. Should it come to a choice’ between 


_ renouncing American aid or its nuclear pro- 


gramme, President Zia would almost cer- 
tainly tell America to forget the $4 billion. 
between. uphol d- 
ing unenforceable laws and propitiating an 
unreliable ally i is less c y 
























The dog that barked, but 


(so far) has decline 


N THE Gulf, the most important thing 
that happened in the past week may have 
been the thing that did not happen. Iran is- 


sued more blood-curdling threats against its 


various enemies; Iraq resumed air raids on 
| Tran; mines appeared in places where no 

mines used to be. But the Iranians had not, 
y Thursday, dared to mount a direct attack 
“on the American navy or on the Kuwaiti 











which the navy is escorting up the Gulf. 
| Cautiously, preceded by mine-spotting 
helicopters and enveloped in a shroud of 
disinformation, America’s second convoy of 
tankers—three of them this time—crept 
into the Gulf on August 8th. Mines spotted 
floating in the tankers’ path halted the con- 
voy for 24 hours north of Bahrain. But by 
August I Ith all three ships had reached Ku- 
wait safely and started to take on their loads 


of oil and gas. The convoy made the passage 


without bothering to wait for the carrier 
Guadalcanal and its heavy minesweeping 
helicopters to arrive from America’s Indian 
Ocean base of Diego Garcia. 

Iran's failure to make an open challenge 
to this convoy, or the one that preceded it, 
suggests that President Reagan may yet suc- 


tankers, now carrying the American- flag, j 





d to bite 


ceed in calling Ayatollah Khomeini’s bluff. 
The Iranians are unpredictable, and angry: 
no prophecy about their behaviour is very 
safe. But the longer they wait, the harder it 
will be for them to mount a direct strike 
against the American ships. The American 
armada grows stronger, and warier, by the 
day. A fighter from the carrier Constellation 
fired two missiles last weekend at an Iranian 
aircraft thought to be approaching an Amer- 
ican surveillance aircraft over the Strait of 
Hormuz. The missiles missed, but the mes- 
sage presumably struck home. 

For the moment, at least, the only mili 
tary tool Iran seems willing to use against the 
Americans ‘is the laying of mines. Mines 


have the double advantage of passivity and 


anonymity. The United States could not be 
sure that the mine that holed the Bridgeton 
in the first convoy last month was laid by 
Iran, or that it was intended to disable an 
American-flagged vessel. This prevented the 
Americans from hitting back. Bur, as the Ira- 
nians are beginning to discover, mines are 
also undiscriminating weapons. On August 


‘Lith a tanker hit a mine in the Gulf of 


Oman off Fujairah, outside the Strait of 
Hormuz and outside the presumed danger 





_ tess on the outside powers t 























area. This tanker, the Texaco Cas 
was American-operated, but loaded wi 
nian oil. If Iran carries out its threa 
the Gulf with mines, its own oil ex 
suffer most; irag pumps most of its 
market overland. 
The laying of mines has hurt irat: 
other way, by bringing more of the 
powers into the Gulf on Ameri 
August 11th, Britain and Frane 
separately that they would be send 
sweepers to augment their own na 
in the region. Both countries had 
turned down American pleas f 
sweeping help. What changed the 
was the discovery of more 
Fujairah, previously congiet 4 
chorage for tankers. Ir is alot 
Britain assembles the war 
“Armilla patrol”, which has” 
British-registered tankers quie 
and back for the past seven: ‘years. 
ans claim, implausibly, that the 
States planted the mines in the Gul 
Oman. 








paupe wills stay a cae own 
control, pursuing their own national o | 
ests. Ít wil n — weeks s brte 



















renee reqiiexts ee help it inan n emergen 
Quiet co-operation Ee the three t Hay 
has been going on in ae region for y 


Co a says its COKA 
vents it sending minesweepers to th 
considering an offer to replace / 
ships in the Mediterranean or the Arlanc 
they go Gulfwards. Italy has offered: f 
tribute some ships ifa big if~a mt 
tional minesweeping force is seru 
United Nations. o 

These developments have ¢ 
Americans. But what happe: 3 








ans and the Iraqis. ¥ Thatever else | 
diplomacy has achieved in the 
months, an early end to the fightin, 
them is not in prospect. Iraq wou 
love to stop the seven-year-old w 
cost it so much in treasure a 
Iran remains unyielding. lr as 
nored the unanimous ceasefire re 
the Americans pushed through th 
Nations Security Council on July 2 

~The Tragis suspended th 
on Iranian shipping after th: 
The Iranians, eager to get t 
out, have also stopped th 
But lranian ground attack 
on, and iraqi patience is- 









































































ded six lin oil PRE inland. 
q has stepped up its air attacks along the 
ront line with Iran, If the next lragi attacks — 
ome at sea, the “tanker war” could resume 
n earnest, with the added danger of the 
United States and the other western powers 
with warships in the Gulf being drawn in, to 
obody’s advantage. 

On August llth the UN secretary-gen- 
ral, Mr Javier Perez de Cuellar, gave his for- 
yal report to the Security Council on the 


esolution. The Iranians have neither ac- 
epted nor, as in the past, rejected the reso- 
ution. They have proposed new talks at the 
JN, but also reiterated their main condition 
or ending the war—the removal of Mr 
ddam Hussein, the Iraqi president who 
rted it. This means that the war will carry 
yn for some time, even if the UN imposes a 
ndatory arms embargo. 

-If the Americans succeed in shepherd- 
ng a few more convoys through the Gulf, 
hey will show that it is possible to stand up 
o Iran. If in the process the number of air 
attacks on Gulf shipping can be reduced, 
that will be a large bonus. Once those things 
ave been achieved, and if the evidence 
10ws fairly conclusively that Iraq is not in 
langer of being overwhelmed on land, 
merica and its allies can.claim victory, and 
summon most of their warships home. — 





USSIA, the country that inveigled 
SAN America into reflagging 11 Kuwaiti 
tankers by letting Kuwait charter three 
-tankers of its own, is taking care to benefit 
‘from the ensuing hullabaloo in the Gulf. 
The Soviet Union's deputy foreign minis- 
ter, Mr Sergei Vorontsov, left Tehran last 
week with some ideas for Iranian-Soviet 
economic co-operation in his pocket, just 
hen everybody else was trying to isolate 
ran. The Russians have long been trying 
o get on better terms with the ayatollahs. 
Ar Vorontsov’s argument for a negoti- 
ted end to the Iran-Iraq war. was greeted 
with a raspberry, but otherwise his trip 
-scored points for Russia. 

< He discussed several projects with the 
ranians, including one which could even- 
ually bring Russian advisers back to 
‘Tran’s steel industry. The most important, 
-for Iran, is a plan to convert its gas pipe- 
cline to the Soviet Union for delivering oil, 
“which the Russians would then sell on the 





month to get things going. | 
By finding ways to sell more oil, Tran 





Central America 


esponse of Iran and Iraq to the ceasefire 


¿world oil market. Russian experts are ex- 
pected to visit Iran before the end of the 


could loosen the stranglehold the Iraqis 








Even now, the killing could g go oO oon 


PEACE of paper? Few of Central 

America’s 25m people really expect 
that the document signed by five countries’ 
presidents in Guatemala City on August 7th 
will end the fighting that has cost 150,000 
lives since it started in and around Nicara- 
gua in 1978. Nicaragua's President Daniel 
Ortega may have signed it merely to delay 
congressional approval of renewed Ameri- 
can aid to the rebel contras, and to buy more 
time to build up his own forces. Unless his 
Sandinist government fulfils its side of the 
bargain, by making steady progress towards 
democracy, the lull in the region's war seems 
unlikely to endure. 

If the conflict does not stop, it could 
grow. Nicaragua’s defence minister, Mr 
Humberto Ortega, suggested recently that 
Soviet-made MIG aircraft would soon be 
brought in to counter the sale of a dozen 


American F-5 jets to Honduras. The Ameri- 
cans have threatened to destroy any Nicara- 
-guan MiGs. The Nicaraguans have been ner- 


vous since a military exercise in May, when 
nearly 7,000 American soldiers made a mock 


landing at Trujillo, a Honduran port. How 


did all this begin? 
In 1978 a long guerrilla fight against the 
tyrannical dynasty of Nicaragua's General 


air strikes have put on its oil revenues. - 


That would mean more money for weap- 

ons to keep fighting Iraq. And, just as im- 

portant right now, talking to the Russian 

Infidel is an easy way of meaig the 
American Satan’s nose. 

The Russians are vinden: no illusion 
that Iran is anything but a temporary and 
temperamental partner. Russian soldiers 
are still being killed in Afghanistan’ by 
guerrillas supported by, among others, 
Iran. Although American, intelligence 
sources say that some $200m-worth of 
arms has been delivered to Iran by Rus- 
sia’s Warsaw pact allies so far this year 
(mainly small arms, rifles, ammunition 





and trucks), Russia itself still a arms and — 


-supports Iraq. 7 
Nor has Russia any desire to see the 
Iranians win the war: not only becatise of 
its links with Iraq, but also because of the 
threat that ayatollahdom rampant would 

“pose to the Muslim republics in the south- 
ern part of the Soviet Union. If its leaders 
turned their zeal northwards, Iran could 
become Russia's Nicaragua. It makes 
sense for the Soviet Union to talk to Iran 
where possible, and contain it where 
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Anastasio Somoza by a handful- of 
Sandinists abruptly won’ support from the 
urban poor and the middle classes, exploded 
into. a full-scale civil war and ended in the 
general’s flight. The example encouraged 
guerrilla groups in El Salvador and Guate- 


scala Ae ik “ce cna a a a 


: Meanwhile, i in Moscow. a 


necessary. 

But Russia’s Gulf. any also 
serves another purpose. Although earlier 
this year Russia was ahead of America in 
agreeing to help Kuwait get its oil through 
the Gulf, the much riskier American 


cast itself as the region’s quiet super- . 


power. Mr Gorbachev has been able to 


iaga Iran, and cover himself in- easy vir- = 












1g to bath fils 
| fe Vorontsov shut- 
ni the two, urging sup- 
f ns "ceasefire call. 





sians may share the aun apple Aite to aoid 
a blow-up in the Gulf; but they also want 
to diminish American influence, and in- 


crease their own, in the Middle East. In 
the past 18 months Mr Gorbachev has 
distanced himself in public from Libya’s 
rogue Colonel Qaddafi, encouraged 
Palestine Liberation Organisation t 
m back rope ted tom tc 












aid dea in into ar 








mala to rise-up against Generals Carlos 
Humberto Romero and Lucas Garcia. __ 
Cuba and Russia hastened to the 
Sandinists’. support; America rushed to 
prop up Nicaragua’s neighbours. Cuban, 
Soviet and East European advisers have 
<=- helped Nicaragua to build up an army of 
75,000 men with 350 tanks—a force nearly 
_as big as all other Central American armies 
put together. Arms went from Nicaragua to 
left-wing guerrillas in El Salvador, and from 
Cuba to those in Guatemala. 

The American response was to prod the 
military regimes towards reform, while pour- 
ing in military and economic aid. In El Salva- 
dor and Honduras, military strongmen were 
replaced by democratic governments be- 
tween 1982 and 1984. In Guatemala Ameri- 

_ can influence was more limited (General Lu- 
ças Garcia's appalling human-rights record 
“ad led President Carter to cut off military 

id). By the timean elected Christian Demo- 
“cratic president took office in 1985, death 

squads had killed 12,000 people. 

The armies of El Salvador and Guatema- 
la, once turned out of office, turned instead 
to fighting left-wing guerrillas. American ad- 
visers helped the Salvadorean army to wear 
down the guerrillas from around 10,000 








men in 1980 to around 4,000 this year. In — 
Guatemala the number of guerrillas fell from _ 
6,000 to around 3,000 over the same period. 


The Americans have sent around $1 bil- 
lion in military aid to their Central Ameri- 
can clients in the six years to 1986, to 
counter Russia’s $500m in military aid to 
Nicaragua and its $4 billion in aid to Cuba 
over the period; American economic aid has 
amounted to about $4 billion. The Ameri- 
cans have also rattled the Sandinists by ar- 
ranging conspicuous navy and army exer- 
cises and building an infrastructure of air 
bases and roads in Honduras. Almost cer- 
tainly as a result of these pressures, Nicara- 

zuan aid for El Salvador’s guerrillas started 
~ to taper off in 1983, although it has n now re- 
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The contra insurgency i in onher Nic- 


aragua grew from a few hundred ex-mem- 


bers of Somoza’s National Guard to around 
18,000 men, making this the largest guerrilla 
force i in Central America. The biggest surge 
in the contras’ numbers happened when 
they were getting no military aid from the 
United States, berween 1984 and 1985. 
Appetites for a settlement have grown. 
The Sandinists have been. forced to the ne- 
gotiating table by the contras’ increased hit- 
ting power, by fears of direct American in- 
tervention and, not least, by Nicaragua’s 
ill essential goods 
are scarce; the inflation rate is around 700%; 









hae equally Aw reasons toe seeking a deal. 
After 50 soldiers had been killed in an attack 
in April, he was left in little doubt that the 
guerrillas have regrouped and are fighting 






more effectively i in smaller units. 


In contrast, President Vinicio Cerezo of 
Guatemala. has been having an easy time. 


His country’s economy has started to re- 
- cover from civil war: during the first quarter 


of this year investment rose by 15%, while 


unemployment has fallen by around 16%. 


Mr Cerezo, another Christian Democrat, 
has been criticised for failing to prosecute 


the soldiers who ran Guatemala’s death 


squads before he came to power: to have 
done: so, however, would almost certainly 
have been to invite a military coup. 
President José Azcona of Honduras is 
his. country s second. elected president in 
succession, and President Oscar Arias of 
Costa Rica the latest in a long line in Central 
America’s most secure democracy. To Costa 
Rica’s south, Panama has now seen two 
months of street demonstrations against the 
rule of its strongman, General Manuel An- 


_ tonio Noriega. The struggle in Panama is not 


likely to degenerate in into civil war. But the 
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Americans seem determined to remov 
rants who, like Somoza in Nicaragua, 
bushfire of revolution build under 
The new Central American pact is the 1 
attempt to control the consequence 
conflagration. Ir will rake work to mak 
tlement stick. 
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also called Aozou, and 
troops. This recalls th 
March 22nd, when the 
whelmed superior {and | 
yan forces at Ouadi Doum, © 
senal of Russian arms and equ 
Their ras triumphant clai 
yas Colonel Qaddafi on the: 
shrugged off the débacle at Quadi Dc 
pretending that no Libyans had been 
or not enough to count. Aozou he claim 
Libyan ground, and the soldiers the 
clearly his. To accept defeat would 
miliation the isolated colonel can 
If, on the other hand, he drove the. 
ians out he would claim victory over 
perialism’’. The stakes are high. | 
This latest turn in the affair is an. 
one. Mr Habré’s regime is protecte 
France, which supplies and trains thea 
A French force, code-named Sp 
gives air cover south of the 16th paralle 
map on page 38), and could theor 
cover the advance into Aozou. Bu 
France's president and its prime t 
have in unison disowned the atta 
Aozou strip. It is, unlike Quadi Di 
plainly Chad’s. Italy, then the c 
power in Libya, may have transferrec 
eignty over it to France, which then © 
Chad, in an unratified dea! in 1935; 
may possibly have been ceded to L 
independent Chad in 1973. The Uni 
tions Security Council says the case 
go to arbitration. 
The French keep Mr Habre in 
because he is in oe now, not bi 
his government (based almost entirely 
own Gorane tribe of northern Mu 
seems permanent. The Americans, th 
think it even better to get an African i 
up Mr Qaddafi than to do it 
French officials have tried to. 
Americans from backing Mi 
strongly, but the Americar 
vour. The equipment capt 
Doum included up-to-d: 
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are, eae the Chadians bargained hard be- 
fo one to hand it over to American 
telligence officers. Since the Chadian gov- 
nment has virtually no money of its own, 
somebody must have given its soldiers fuel 
yd ammunition for their latest daring 
stroke of arms. 


holding on to their new conquest. They 
have no air force, and no trees or vegetation 
to hide in. The Libyan air force has bases 
nearby; a runway, with a fuel store and am- 
munition dump, straddles the border with 
undisputedly Libyan ground only 60 miles 
north of Aozou itself. The Chadians do 
have American anti-aircraft missiles, and 
captured Russian ones (although they may 
not be able to use them effectively). 

3 The first Libyan riposte was not a close 
r strike, but high-level bombing from 
hove the range of portable missiles. Libyan 
aircraft attacked Chadian bases as far south 
-Faya-Largeau, from which the Libyans 
e evicted in March, If they had hit the 
ench “logistical unit” there, trouble 
id have followed. But the first strikes 
em to have been inaccurate. Free-fall 
ybs often do little harm on sand, which 
orbs se impact. 

Colonel Qaddafi might conceivably 
w his pride, and accept now the inter- 
onal arbitration for Aozou he has re- 
d since Libya marched into the strip in 
3. That seems implausible. If he attacks, 
Chadians will want help. The French are 
nly refusing to provide it, at least in the 
eme north. 3 

Could the Americans be tempted to 
-a hand in this eas -forgotten sand- 
»? That would involve them for the first 
me (give or take a little skulduggery in An 
ola) openly in an African conflict. On Au- 
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nounced a “widening” of his cabinet, to 
ing in a few people who are not his per- 
nal cronies or tribesfellows. That is just 
e sort of reform the Americans like to ad- 
new allies to make. 


















The Chadians may have a tough time 


st 10th Mr Habré, uncharacteristically, 


vate trade and transport. 


The dergue is 


dead, sort of 


FROM A CORRESPONDENT IN ETHIOPIA 


THIOPIA is about to become a repub- 
lic—or at least a People’s Democratic 
Republic, which is not quite the same thing. 
Two thousand years of empire ended in a 
military coup in 1974. In mid-September, 


Colonel Mengistu Haile Mariam and his 


“interim” military junta, or dergue, will at 
last hand over power to a successor regime 
of their own design. Yet Ethiopia looks set 
to remain much as it was under Haile Selas- 
sie—an imperial conglomerate of some 80 
ethnic groups, with the Amharic people, 
Christians who have thrown up Marxists 
like Mr Mengistu, permanently in charge. 

The new constitution provides for a So- 
viet-style assembly, called a shengo in Am- 
haric, to which 835 pre-selected members 
were duly elected in June. But Ethiopia's 
main political diffculry—the profusion of 
nationalities—has been skirted. The con- 
stitution vaguely hints that regional shengos 


_ may eventually emerge to devolve power to 
the various ethnic groups. For the time be- 
ing, though, the army keeps Ethiopia 


united. 

About 100,000 soldiers face the rebels 
in the northern regions of Tigre and Eritrea, 
where the Eritrean People’s Liberation 
Front (EPLF) has been fighting for indepen- 
dence for over a quarter of a century. Fight- 
ing has abated recently, largely because the 
Front’s supporters abroad, notably in Su- 
dan, have grown more cautious. The Suda- 
nese government is worried by rhe help the 
Ethiopians give to its own secessionists, the 
Sudanese People’s Liberation Army. Even 
so, Mr Mengistu’s Eritrean difficulties are 
far from over. Unlike the Tigrean People’s 
Liberation Front, which seeks autonomy 
within Ethiopia, the EPLF and most Eritre- 
ans still want total independence. 

* Å second great Ethiopian force is lined 
up along the border with Somalia, Desul- 
tory peace talks since January 1986 have 
done nothing to shake Ethiopia’s insistence 


on holding on to the dusty Ogaden region, ; 
most of whose peoplé speak Somali. Almost 
1m people have crossed the wild border into — 


Somalia. Many women and children are left 


in refugee camps while the men fight and. 
raid cattle. In February the Somali army, 
captured 11 Russian-supplied tanks from an - 


Ethiopian division at Ballidhig. 


At home, Mr Mengistu’s big worries are _. 
economic. Large areas of the highlands have 
been devastated by a policy of forcing peo- 


ple into villages. The state’s marketing and 
pricing policies are among the most naive in. 
Africa, and the government has banned pri- 





deplore N 
Mengistu and his pae (aa some op- | 
position has begun to stir. Earlier this year a 
number of minor party officials were shot in 
and around the capital. Soon afterwards, 
some anti-government leaflets appeared. If 
it were intelligently managed, the new 
shengo could ‘provide a safety-valve for this 
indignation, even a toad to gradual reform. 
It seems more likely to. become another in- 





strument of repression. o 





South Africa 






FROM OUR SOUTH AFRICA CORRESPONDENT 


cs a country like South Africa liv 
through the biggest-ever strike in itf 
most important industry without the strike 
turning political? To support a 30% wage 
claim, the all-black National Union of 
Mineworkers told mbers to stop work 
on August 9th. The age pay of a black 
miner in 1986 was about. $2,400 a year, a 
fifth of a white miner’s pay: The six main 
mining companies, represented by -the 
Chamber of Mines, says the rise of between 
15% and 232% they have already. imple- 
mented will not be improved. The govern- 
ment wants to keep out of the argument. 
On the first full day of the strike, the 
NUM claimed that 340,000 black miners in 
44 gold mines and collieries had supported 
its call. The chamber reckoned that was an 
on tae, but it conceded that between 
220,000 and 240,000 miners, representing 
xe 40% of the black labour force, had 
ceased work, Of its 99 mines, the chamber 
said 31 had been affected, 18 of them gold 


mines. Some mining houses are suffering 
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Wars, famines, and locusts too 


HE desert locust once served as the 
instrument of divine retribution: Mo- 
_ ses called down a plague of them to punish 
the Egyptians. The last big plague was in 


Agricultural eE says that one is 


Africa. Some swarms could attack crops 
as far away as Morocco. 


ore than others. One, Consolidated Gold 
Fields, said its output had been totally unaf- 
fected. The giant Anglo American Corpora- 
on is thought to have been worse hit: it has 
fused to release figures on the number of 
å miners on strike. 

< The mining houses have prepared 
iemselves by stockpiling gold, though no- 
body knows how much. The NUM seems less 
ikely to be able to sit out a long strike. It 
does not have large strike funds, though it 
ay be hoping for help from the American 
nd British miners’ unions, both of which 
ave declared their sympathy for the strike. 
o far, the NUM’s threat to have the strikers 
ave the mine hostels for home has not 
been fulfilled, except at one mine, which 
lozambican workers have left. 

id The strike’s support demonstrates the 
UM’s weaknesses as well as its power. In the 
rovince of Natal, the union movement is 
ominated by the Zulus’ Chief Mangosuthu 
uthelezi. Mr Buthelezi has strongly resisted 
e growing influence in Natal of his rival, 
e United Democratic Front, and of the 
nion federation allied to it, the Congress 
‘South African Trade Unions. The NUM is 


~ 1963; but the United Nations Food and — 


devastate food: crops r eastern 


e driving force within that body; when the — 

































It is not just a wretched coincidence - 


that the two countries facing this new ca- 
lamity are those that were worst hit by 
drought and famine in 1984-85. Locusts 


breed in dry areas-after heavy rain. The | 
good rains of the past two years nave been E 


a mixed blessing. 


Politics are also to blame. The: worst-  haveh pad 


infested zones include the northern Ethio- 
_ pian provinces of Eritreaand Tigre, where 
civil war complicates eae apraying. 





aie was ee A Mr- ] 
United Workers Union of Sout! 


ange Free State strongholds too, 


The union has been careful to keep the 


strike unpolitical. The union’s demands 
scrupulously reflect its members’ material 
concerns—as they must do if the union is to 
retain its popular support. As well as higher 
wages, the union wants longer’ holidays, 
danger pay and more compensation for the 
families of miners killed in industrial acci- 
dents (681 died in gold mines alone last 
year). President Botha’s government, so far, 
has stayed neutral: the minister of man- 
power, Mr Piet du Plessis, says it is for em- 


_ ployers and employees to resolve. On Au- 
gust 10th parliament removed one big 


extraneous grievance of black miners by 
voting to repeal legislation barring blacks 
from promotion to supervisory positions in 
the mines. Policemen in the Transvaal, on 
the other hand, were less keen to keep their 
distance; on Aueust 12th, they arrested 78 
union officials. 

The strike’s innocence of politics will 


~The Ethiopian government does not allow _ 


„work, by day, but spray. im Ad y can by 


l menr isining nto 
det food deliveries te 
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a million people fora year: 


: lowed to run. nda A 





helezi’s . 
oS ica ig- : 
nored it. As the going gets tougher for the 
strikers, the NUM could find thatits support — 
begins to crumble in its Transvaal and Or- ` 











aid teams to work on the ground in rebel- 
held areas. The rebels themselves dare not 










miles in a m 
own weight in f 
single swarm of abou O'billion locusts 
spanned 400 square miles and chewed its- 
way through: 80,000 tons of food a day; 


enough, if it were.corn, to feed almost half = 








Governments have been working to- 
gether to fight locusts since an interna- 
| research cen- 








rica, a bee re cc been Ki 






ert. 
© 
+2 
E 
i f 
Pi 
"D 
3 
om 3 
Ee 
LA AIII otter vane eta py nyu E EPE A EEO E E E evened 4 








its ra emains mystery. 





te not. elie long i it turns violent. By awed 
_ there had been merciful 


3 ittle bloodshed, 

given the strike’s size. The unions and em- 

~ployers have each accused the other of | 

“intimidation. One miner was found dead it 
his hostel bed, apparently murdered. for re. 
fusing to take part in the strike. The longer 
the strike endures, the greater the danger of 
more violence, which could destroy the pre- 
carious police-imposed: peace in the coun- 
try’s black townships. 

The NUM is the most politically outspo- 
ken of South Africa’s black unions. It was 
the first to adopt the 1955 Freedom Char- 
ter, which remains the manifesto of the out- 
lawed African National Congress. The char- 
ter states, among other things, that “the 
mineral wealth beneath the soil . . . shall be 
transferred to the ownership of the people 
as a whole”. The union’s congress in Febru- 
ary identified apartheid with capitalism, and 
its general secretary, Mr Cyril Ramaphosa, 
spoke approvingly of a struggle for the “sei- 
zure of power by the people.” Such talk may 
have done more than concern for profit 
margins to prompt employers’ refusal to in- 
crease their pay offer. 
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FROM OUR CENTRAL EUROPE CORRESPONDENT 


‘EW of the millions of western tourists 

-who are crossing Europe this summer 

will spare a thought about the importance 

of their passport. It is just a travel docu- 
>- ment, which they. take for granted. But for 


: -East Europeans who want to travel to the 
r even to other countries within 






n Europe, getting hold of a passport is 
ca big achievement. ‘This is because, for peo- 


ple in the communist part of Europe, travel 


is not a right, but a privilege. 
East European passports are not for 
keeps. Except in Hungary, they have to be 


returned to the local passport office after - 


each trip (so every time a person wants to 
travel abroad, he has to apply to gain repos- 
session of the passport). They also tend to 
come in different colours, depending on 


their “category”. East Germany, for exam- 


ple, issues blue passports for tourists, green 
ones for people working abroad and red 
ones for diplomats. 


Getting permission to travel to the 


West can be a long process. The first step is 


often to obtain’ an invitation, preferably _ 
from a relative living in the country to be — 
visited, and a promise of full financial sup- | 


` port for the stay. With such an invita- 
tion, assuming he can get a passport; - 
a Hungarian can.travel westwards — 
nce a year. Without an invitation— 
«anat is, if the state has to provide the. 
hard currency for the trip—he can.. 
travel to. the West once every three 








: th passports and the nec- c 
-y hard currency. can travel as of- 
as they wish. Their main problem 
taining a visa from a western em- 
e queue can be long, and 3 
< thé eventual answer can be negative — 
- “f there is a suspicion that the real 
purpose of the journey is emigration. 
All this will sound restrictive to easy- 
travelling westerners; yet among the 
travellers of Eastern Europe, Poles 
and Hungarians belong to the © 
privilegentsia. k 
Ån invitation does not guarantee 
the right to a passport. Czechoslo- 
raks have to get approving references 
m their employer and the local 
organisation; too bad if you 
yn well with your boss or, _ 
















we please, 


worse, if you are considered ‘ ‘politically ur 
reliable”. Many of those who signed the 


‘Charter 77 human-rights. declaration are 


prevented from travelling abroad. “What 
did your father do in 1968?” is a question 
put tò some young would-be travellers in 
one of the many forms to be filled in. If their 
application i is turned down, Poles and Hun- 
garians are entitled to an explanation; 
Czechoslovaks have no such right, nor can 
they appeal against the decision. 
Romanians are treated to what amounts 
to an interrogation. A Romanian who ap- 
plies to travel is interviewed by his em- 
ployer, who must bear the responsibility for 
the applicant’s return home, and by the 


party. een to get permission 
to apply for the travel documents in the first 
place. Next door, in Bulgaria, you: need a 
reference from the Communist-backed Fa 


therland Front, as well as from your place of 


work. East Germans have to go through a 


similar procedure, though old-age pension- 
ers are allowed to travel regularly to West 


~ Germany: in 1985, I .6m such visits were 
made, a 


































or failure of the application depends. 
much on who, and how politically re 
you are. Can people pull strings to gety 
passport, will you return home, wil 
icise your government when - yon 
abroad? Family travel in the West is 
luxury. The authorities have a nast 
of making sure one member of th 
remains at home just in case any 
thinking ‘of staying away for good. 
Most passports are cringe for iwey 
but this does not mean ti Xe holder.can 
away as long as he likes. An exit v 
lates the length of rhe allotted time a 
Getting back into the country is nor 
right than getting out of it. A 
wright, Mr Vaclav Havel, i 
travel to the West because he f : 
not be allowed to return home 
what happened to his friend 
Landovsky, a theatre director, ¥ 
ited Vienna some years ago. A P 
darity activist, Mr Seweryn Blun 
not allowed back into Poland in 198 
cause of “visa irregularities”. : 
Travel to another East European: cour ne 
try is simpler, though by no means pro 
free. The authorities in Bulgaria, 
vakia and Romania say thar-tl 
are free to. travel to other East. E 
countries, and that they do not. 
sas, In practice, they have to go chr 
process of applying each time for th 
port. “Soft” comradely currencies ¢ 
most as difficult to obtain as hard 
o ones Czechoslovaks wan 
|. travel to Hungary, for exan 
- have to resort to the b 
cause of the strict fi 
amount of Czech crown 
l gally change into Hungaris 
-There are political as 
reaucratic hurdles. A Cze 
who was involved í in the 
1968 was recently granted a p 
to visit Hungary, his first trip: 
for 13 years. Hungary, for its ps 
‘not keen on allowing its di 
fraternise with Polish: Solid 
tivists: Mr Ferenc Koszeg h 
had his passport withdrawn T 
reason. The East German at 
‘are particularly selective: visas 
quired for Hungary, Bulgaria a 
mania. Poland was out of b 
East Germans after the rise (: 
long after the fall) of Solida 
visa is needed for Czechos! 
young East Germans flor 
to drink cheap Czech 
The Soviet author 
particularly keen on fe 
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laybe it BA be too much 3 a alare 
ock. Group visits, often from a factory or 
trade union, are acceptable. Individuals are 
flatly discouraged from coming, unless in- 
ited by somebody very official. 

_ All these restrictions amount to a grim 
f uneven picture of the sacle of state 
power. The number of people allowed to 
ravel is a fairly good guide to how liberal or 
therwise an ae European country is in 
general. Nearly twice as many Hungarians 
as Czechoslovaks travel to the West each 
year, although Czechoslovakia’s population 
half as big again. Romania is too embar- 
assed to say how many travellers it lets out. 





' est Germany 


ROM OUR BONN CORRESPONDENT 


UITE a lot of West Germans, including 
F government officials, reckon that the 
: Americans and Russians will reach an 
agreement about West Germany's contro- 
ersial Pershing-1 missiles on the sidelines 
f their broader Euromissile talks in Ge- 
neva. The most likely agreement, many of 
them say, is that the Americans will promise 
‘not to replace the 72 elderly missiles when 
they become obsolete, which means the 
-early 1990s at the latest. If this is true, some 
members of Mr Helmut Kohl’s Christian 
Democratic party and of its Bavarian sister 
party will feel betrayed. 
< These a Germans stress that 
the Pershing-1 missiles, which belong to the 
‘Bundeswehr though their nuclear warheads 


ritish and French nuclear arsenals are. 
“hey point to a speech Mr Kohl made in 
atliament on June 4th stating precisely 
hat. On the other hand the foreign minis- 


, Mr Hans-Dietrich Genscher, and his 


rman Pershings “must net stand in the 
y” of a deal between the superpowers. 

The dispute over the Pershings in Mr 
<ohl’s quarrelsome coalition is largely a re- 
lay of the battle a few months ago over the 
hole “double zero” idea. From the first, 
Ar Genscher welcomed the plan to elimi- 
te all land-based missiles with a range of 
tween 500 and 5,000 kilometres, arguing 


ho 
3# 


yeapons to deter a Russian atttack in Eu- 
ope. Senior members of Mr Kohl’s party, 
ncluding the defence minister, Mr Manfred 
Vorner, and the parliamentary floor leader, 





ontrol just before two state elections i in 


are under American control, are not partof = |} ` 
he Geneva negotiations, any more than the . 


beral Free Democratic party argue that the- 


at NATO would still have enough nuclear 


Ar Alfred Dregger, thought otherwise. Mr . 
ohl issued a confusing statement on arms 





FROM A CORRESPONDENT IN BUCHAREST 


| 
| 
| 
| 
| OMANIANS have the double mis- 
fortune to live in a country which 
| has become perhaps the poorest in Eu- 
| rope (a close contest with Albania) and 
| to have the only European leader who 
| has turned the cult of personality into 
| the cult of the family. President 
_ Ceausescu seems intent on ensuring that 
| his awfulness lives after him. He has set 
about the destruction of the old heart of 
| Bucharest, to make way for construction 
| that Romania does not need and can ill 
| afford. 
| South of the city centre around the 
Piata Unirii rises a bleak, neo-Stalinist 
| monolith, akin to an imperial multi-sto- 
: rey car park. It extends two cold-white 
arms of interconnected buildings, which 
| stretch out for about half a mile, bearing 
| down on the Unirii (“Unity”) square. 
| Flattened houses and cranes to the east 
| of the square indicate that the tide of de- 
| struction has not yet ebbed. 
| The new extravaganza, started some 
| five years ago, is intended to house a 
“civic centre’, including the palatial 
headquarters of the Communist party 
and various state committees, which are 
| - mostly led by Mr Ceausescu or members 
: of his family. The grandiose structure, 
| 





| The long arms of Ceausescu 
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May. The Christian ETAR did badly in 
both elections, while Mr Genscher’s Free 
Democrats gained ground. 

At the beginning of June the coalition 


at last agreed to support a double-zero deal, 


only to start squabbling again over the Per- 
shing-Ils, which have a range of over 700 
kilometres. In public Mr Genscher backed 
the position of Mr Kohl (and the public 
stand of the Americans) that the Pershings 


Annah pLa anA AENA teh 


Caa S inferno 


i 
H 
have been demolished with similar dis- | 





absurdly disproportionate to everything 
else in the city, seems designed to give 
the capital a truly imperial flavour. It 
sweeps all before it—including hundreds 
of years of history. 
The Balkan charm of Bucharest's old 
quarter has been ruined to make way for 
the architectural extension of Mr 
Ceausescu’s ego. Over the past two or 
three years most of Bucharest’s monas- 
teries have been razed, and many of its 
old churches flattened. Bucharest’s only 
Sephardic synagogue suffered the same 
fate. The homes of many Romanians 
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dain, at short notice and with reportedly > 
scant compensation. 

During the day much of the city lies 
under choking dust clouds kicked up by 
the building work. The work continues 
through the night, illuminated only by 
occasional arc lights (normal street light- 
ing is virtually non-existent, because of 
the shortage of electricity). The shadows 
of troglodyte figures scurrying home 
across devastated building sites are mo- 
mentarily cast up high against the sides 
of buildings by the intense light of acety- 
lene torches. The majestic horror con- 
jures up images of Dante's inferno. 
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were nothing to do with the Geneva negoti- 
ations. In private, German foreign ministry 
officials hinted that Mr Genscher would not 
mind seeing them go. _ 

Mr Wörner briefly toyed with the ae 
of bargaining the Pershings for a cut in the 
Warsaw pact’s conventional forces: A group 

close to Mr Dregger hinted thar West Ger- 
many might give up p th Pershings if the 
Warsaw pact? duced the number oF its s 300- 








kilometre Scud missiles. None of these ideas 
commands much support among the gov- 
ernments of West Germany's European al- 
lies, most of which would probably prefer 
Mr Reagan to outstare Mr Gorbachev on 
the Pershing-| issue, 

As it is, Mr Genscher seems confident 


that he has twice backed the right horse. 


The opposition Social Democrats support 





Europe’s hidden leaders: France 


Powers behind two thrones 


It takes more than a few Pershings to rock 
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ohl’s boat 


both double zero and renouncing the Per- 
shings. They are at one with the Free Demo- 
crats on many other foreign-policy issues. 
Straws in the wind for a future rebirth of a 


centre-left coalition in Bonn? If that idea, or 


his inabiliry to keep his argumentative min- 
isters under control, is worrying Mr Kohl, 
he is not showing it: the chancellor has been 
off on holiday by an Austrian lake. 





Down the grand staircase at Richelieu’s palace, on his way from seeing the 
cardinal, comes a grey-clad monk. Lost in his breviary, he ignores the 
rightly dressed courtiers bowing low as he passes. Clothes and piety apart, 


. ould a modern-day version of ‘“ 
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| ‘he Eminence Grise” be very different 
from this once-famous scene by a nineteenth-century painter, 


Gérôme? In the first of several articles from around Europe about the peo- 
ple who wield influence behind the — our Paris correspondent ob- 


serves that power in France is more scattere 





& for hidden influence, even though mod- 
ern French éminences grises—like vice-presi- 
dents of American banks—come in num- 


bers. It doesn’t matter if the wielder is a 


behind-the-scenes adviser, a string-pulling 
patron or simply somebody in a key post. 
What is needed is “antechamber cred”, a 
reputation for always having just spoken to 
the mighty. 

Even under a dual monarchy, influence 
begins at court. President Mitterrand is not 
the sort aides prompt or patrons manipu- 
date. But he has friends of about his own age 
-with whom he takes country walks, and 
-whose savvy he welcomes. One of these is 
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| YOLITICS in Paris still requires a nose - 


urice Faure, an old companion-in- 






than in the monk’s day 


arms from the Fourth Republic, who looks 
like a chummier and more rubicund version 
of the president. A French senator and 
mayor of Cahors in the Lot, Mr Faure led 
the Radical-Socialists when they were a force 
in the 1950s. His outlook is close to Mr 
Mitterrand’s. But the president seeks out Mr 
Faure because, no longer in a power-struggle 
himself, he can give neutral advice. 
Another friend is Mr Roland Dumas, a 
smart Paris lawyer known for defending 
good causes. He speaks fluent English and 
his hair, in what elegant Parisians like to 
think of as English style, flows over his shirt- 
collar, He was Mr Mitterrand’s international 


trouble-shooter at the Elysée and then for- 


eign minister from 1984 to 1986. Because of 
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his closeness to the president, he got ins 
attention in June when he mused thi 
presidential election might be held as a 
as this autumn. | 

Early on in the Mitterrand presi 
Mr Jacques Attali, an economic advise 
prolific before-dawn writer of semi-p 
sophical books, established a reputaric 
the president’s guru. But the secretary 
eral of the Elysée, Mr Jean-Louis Bi 
relaxed and accessible civil serva 
placed him as a manager of policy. Ne 
Attali seems to have suffered a s 
eclipse. The telegenic Mr lack Lang, w 
minister of the arts when the Social 
the cabinet, now acts as unofficial c 
spokesman for the president. 

Advice swirls like an electro 
around the head of Mr Jacgues € 
conservative prime minister. His of 
to the opinion of others is one of | 
tions. It is also a source of some oi 





diles that have marked his 17 mo: 






fice. An army of advisers comes wi 
The director of his private office, 
rice Ulrich, a former French r 
at the EEC commission and ex-he 
France's state television networ 
tinguished himself by his skill at kee 
name out of the papers. The prime 
ters foreign-policy adviser is Mr Francois — 
Bujon de L’Estang, a diplomat who has also 
worked as a businessman in America for one 
of France's nuclear concerns. The wot 
have shared the tricky task of makir 
habitation work. i 
These are clever technocrats, rat 
than loyal retainers. In the latter categ 
comes an innermost member of Mr Chira 
inner circle, the finance minister, N 
Edouard Balladur. In laying our the gove 
ment’s timetable for selling of state-ows 
firms, Mr Balladur, in turn, took a lot of 
vice from Mr Ambroise Roux, his old bos 
the giant Compagnie Générale d’Eleceri 
and, in his day, one of France’s most ind 
tial industrialists. — 
For political intelligence, Mr Chira 
lies on Mr Charles Pasqua, his interior‘ 
ister. This ministry, which handles tl 
lice, elections and France’s departm: 
prefects, is the one in which French gove 
ment chiefs always place their eves and ea 
As a former publicist for Ricard pastis 
organiser of Gaullist rallies, Mr Pasqua l 
close, if far from neutral, feel for le Fre 
profonde. Socialists and liberals accuse 4 
of encouraging brutal policing, Many 4 
servatives blame him for courting supporti 
of the far-right National Front. Pur 3 
Pasqua, with his canine head and fel 
smile, plods steadily on. 
Wise business leaders and bankers t 
to have friends in several camps i 
Mr Francois Dalle, a longtime bo 
L'Oréal beauty products group, 
weight among conservative bu 
Though he was a schoolmate at 





























































-friend of Mr Mitterrand’s, the Chirac gov- 
--ernment called him in recently to draw up a 
_Teport on unemployment. Among several 
business leaders sympathetic to the left is Mr 
Alain Gomez, who has managed to hold on 
as boss of Thomson, the state-owned elec- 
tronics group, since the right returned to 
power more than a year ago. 

_. The picture of the influential business- 
man is changing in France. Even 15 years 
ago, a list of the heavyweights in French in- 
_ dustry would still have started with the 
_ heads of big state companies like the car- 
taker Renault or Aérospatiale, the builder 
of Airbus and Concorde. Top managers 
were graduates of France's elite engineering 


FROM OUR SWITZERLAND CORRESPONDENT 


JOR two summers, Genevans have 
UA been able to hop on a free “public bi- 
~eycle’”’, pedal to wherever they wanted to 
go, and then leave the bike at the kerbside 
for the next user. That, at least, was the 
idea. In fact, last year’s 120 second-hand 
- bikes—repaired, painted lipstick pink 
© and put out by the Cartel of Youth 
© Organisations—had almost all disap- 
-peared by early August. 
~The cartel gave up, but the unhappy 
experience did not deter ten businessmen 
from trying again this year. They each 


| chipped in SFr7,500 ($4,800) to buy 300 
| 
| 





new bicycles, this time painted white, The 
city agreed to see to maintenance, with 
_ the police picking up damaged bicycles on 
Bia patrols. By now, all but 50 of the 
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-Doubly-consulted Dalle, builder-plus Bouygues and Hersant-th 


e-herald 


or administration schools and were as at 
home running a ministry as a big corpora- 
tion. The list would have included, too, the 
director of state planning, the head of the 
Patronat, the French private employers’ 
association, and the head of the atomic en- 
ergy authority. 

= Most of these posts remain important 
(though the planning job no longer exists). 
So do those of the state financial barons, led 
by Mr Daniel Lebégue, the director of the 
treasury, and by Mr Jacques de Larosiére, 
head of the Bank of France. But the elitist 
training for future princes of the state is only 
one path to success these days. Takeover fe- 
ver, privatisation of broadcasting and the 
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bikes have gone to the repair shop, and 
most of those 50 have disappeared. 
Undaunted, the businessmen decided 
on August 6th to put 3,000 bicycles on 
Geneva’s streets next spring. They are 
convinced that, as free bikes become com- 











growth of French capital markets are provid- 
ing larger outlets for-men of influence. 

One of France’s most powerful figures is 
the “concrete raider”, Mr Francis Bouygues. 
He made his career not by passing the right 
exams but by buying up competitors. Mr 
Bouygues’s building company is one of the 
main contractors for the Channel tunnel. 
Last spring he surprised everyone by induc- 
ing France's broadcasting commission to 
award his consortium virtual control of the 
leading television channel, TF1. 

Mr Bouygues is in the same mould as Mr 
Robert Hersant, owner of the conservative 
daily newspaper, Le Figaro, and countless 
provincial papers and magazines. This press 





moner, people will mistreat them less. | 
Next year’s bicycles will be sturdier, and 
instead of a rear luggage rack (too tempt- 
ing for kids to give friends.a ride on) they 


will have a basket in front. The time of 


pure philanthropy is over: 3,000 bikes, 
the businessmen decided, require com- | 
mercial sponsors. | 
Other European cities have tried pub- 
lic bicycle schemes. In Amsterdam an | 
alarming number of bikes were pitched | 
into canals, in Milan they just vanished, | 
in no time. The most successful experi- | 
ence is probably that of La Rochelle, on | 
the French Atlantic coast. There the bor- 
rower leaves his name and a deposit, | 
which is returned when he brings the bike | 
back. The Genevans still hope that they | 
can elicit enough civic spirit to bring off a 
system where freely available bikes will be- 
come the normal form of transport in | 
their crowded inner-city. | 
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vo or three years ago was the jealously 
tarded domain of the government. 


ast of the 
summer wine 


OM OUR NORDIC CORRESPONDENT 


| HE Swedes have an unequalled record 
„of putting effort and money into social 
engineering. Much of the 63% of their GDP 
at is spent by the state goes on health, 
ducation, family and youth policies, and 
_on the vast redistributive apparatus of the 
_social-welfare system. But they have not yet 
_ found an answer to the problem of teenage 
boredom at the end of the long summer 


holiday. 





! eet bottles and one or two o Molotov cock- 





ar. Or 145 of them. August «10 


iour is. a recurring phenomenon of the sum- 


well as in the capital, | ` 
“Among the various: explanations: of 
| supervision in a country where it is now 


ces and those of earlier years seem to 
ive two things in common: their timing, 
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Every evening for a a in. a hie 
ust, up to 1,000 teenagers. tioted in Bal i 
Stockholm, ‘smashing windows, throwing of the school holiday, w 
gone, back to work but before the s -$ 
have reopened, usually in the oe week Ys 
in August. Youngsters drift into town inthe Į 
hope of findingsome excitement, which the on 

~hotheads among them are not: slow: to pro+.” 
mer months in the provinces of Sweden, as ~ 


! bth police g 


ohe most often cited is the decline of paren- 


normal for both parents to'be working full- 
me: But this does not explain why there. 


were similar riots in Stockholm in the 
1940s, 1950s and 1960s. This year's distur- 


Believe it c or not 


FROM OUR BRUSSELS CORRESPONDENT 


RS Margaret Thatcher's hard line 
on farm spending in the European 
Community is generally reckoned to be a 
vote-catcher. The same has been as- 
_ sumed of her determination to keep EEC 
spending on research and development 
at its current level and no higher. Ac- 
cording to the latest Community-wide 
opinion poll carried out for the Euro- 
pean Commission, both. assumptions ate 
wrong. 
Odd as it may seem, 53% of the Brit- 


~ 
i 
a 


ing on agriculture was “about right’’ ò 
not big enough. Only 21% thi 
was too big. The rest were 
knows”. One may wonder how many of 
the people as aia have any. idea o 








+ and youthful ate ce to anyone in n author- ae 
ity, especially uniformed policem : 







Trouble is most likely towa 
nen pi 





vide. And, given this mood, the prompt ap- 
pearance of the police as soon as the crowd 


[ - becomes unruly is more than. enough i incite- 
fered by social workers and sociologists, the ~ ment to further riotousness. 5 
“There is, however, a notable lack of any 
F ‘iad of po litical or.economic motiv 
tification, for these events. And t 
© of their elders. suggests that, by the time this 

-lot have turned 20, they, too, will become 


_ well-behaved, ‘vather dull Swedes without 





any lingering desire to bash the cops. 























ons asked said the Community's ase i 
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i 
ers than detractors. Even those reluctant | 
| 
| 
= | 
| 
A 
“dont | 


or fuse 
onduct : 


é of togetherness. They i 
traders battling against state controls, bank- 


ple with shared intere 


_ where teamwork v was once in. short eIEPNy 





is more popular in Britain than in any 
other EEC country save Italy, lreland and 
Luxembourg. Everywhere in the Com- 
munity the CAP has more declared back- 





“Europeans, the Danes, show a mjaority 


of three-to-one against cutting back the 
ee S. farm rene 
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Olympic medals, ae a ‘bad of team spirit. 
Maestros aai on time trying to. con- 






- Farmers, Ta a. sad bankers ie be. 
- gun to learn that they can make the most of 
their new membership of the European — 
- Community bycom i 


j form lobbies. 

‘Not long ago, e producers in 
the Ribatejo were b moaning their lot. So- 
called “wine”, made from malt not grapes, 
was flooding the market. In traditional fash- 





ion growers carped to their friends, but took 


no concerted action. Then someone real- 
ised that people in a place called Brussels 


: -would listen more readily to the Ribatejo 
Winemakers’ Association than to a disgrun- 

- tled winegrower or two. The wine producers 

associated, and are learning to like it. 


Others have been discovering the j joys 
1ey include private grain 





ers and insurance companies learning to 


compete in Europe, and meat processers 





having to improve standards in order to ex- 
port to the Community. Everywhere, peo- 
are formally asso- 
ciating. All this is a big change for a country 








The THE 
amonia EX TENDED 
oe FAMY 





ee eee 





INTERNATIONAL 
IN OUTLOOK 


The roots. Offices and branches in cities and towns throughout 
Indonesia with clients in all sectors. Manned by some ten thousand persons. 
The outlook. Trusted, experienced, efficient and courteous service to link overseas 
with domestic clients. Servicing all your banking needs in Indonesia and abroad. 


Bank Negara Indonesia 1946 


Head Office: Jalan Lada No. 1 P.O. Box 1946 KB/JAK, JAKARTA 11001--NDONESIA. Cable Address: KANTOR BESAR. Telex: 42702, 42703 & 
42724. Tel. 672075 (20 lines). Overseas branch in: HONG-KONG: G/F Far East Finance Centre 16 Harcourt road, HONG-KONG. Coble Address: 
Banknegara. Hongkong. Telex: 73624 BANEG HX-71755 BNIFX HX. SINGAPORE: 01-00 to, 05-00 No. 158 Cecil Street Singapore 0106, 
P.O. Box 2260 Cable; Banknegara Singapore Tel. 225-7755 0065/475/3288 Telex: BNISING RS 21749-26253-28040. TOKYO: Kokusai Building 
Room 117-118, 3-4-1 Chome Marunouchi Chiyodaku, Tokyo P.C. 100 Japan. Cable Address: Banknegara Tokyo. Telex 26249 J. BNI TKO. 
NEW YORK AGENCY: 55, Broadway, New York, N.Y. 10006. Cable Address: Banknegara New York. Telex: RCA 235638 BNI UR. OFFSHORE 
BANKING UNIT BAHRAIN: Manama Centre Entrance 1, suite 606-607 Government road, P.O. Box 20745 Manama State Bahrain. Telex: 8208 


BNI BAH BN-7509 BNI FXM BN. LONDON: 3, Finsbury Square London EC2A | DL. Telp. 04 - 6384070, 01-2567911. Cable Address: Banknegara 
London. Telex: 887758 Negara G. 










HOUSANDS of teenagers pack into a we 
Jakarta stadium to applaud an opposition politi- 


cal party; a brave few wave large photographs of the 


late, semi-disgraced, President Sukarno;.and the 
sound system fails almost as soon as the Rastika 
rock group begins to play. The evening typifies 
modern Indonesia’s mix of technical inefficiency 
and youthful frustration. Whether the mix is a seri- 
ous or superficial threat to Indonesia's future is a 
question which should tax the nation’s rulers—and 
their friends abroad. This survey will try to help 
with the answer, 

Start by looking at the map (on next aa To 
go from Aceh, the Muslim-minded province on the 


north-west end of Sumatra, to the country’s eastern 
border with Papua New Guinea is like. going from. 


Los Angeles to New York. The difference is that in 
between there are 13,667 islands, with people living 
on about 6,000 of them. And for all the “melting- 
pot” nature of America, it has nothing on Indone- 
sia. There are Javanese, Sundanese, Balinese, 
Bataks, Sasaks and so on. They are just the Malay 


stock: in addition, there are Melanesians, Microne- 


sians, Chinese, Arabs and Indians. Together, the 
Indonesians speak perhaps 300 distinct languages 
and dialects; cultures range from the. deferential 


court-system of Java to the stone-age animism of. 


-Irian Jaya. 
» Look next at the population Genes: At the last 
sus, in 1980, there were 147.5m Indonesians; to- 





day they number probably | 
them live on. er an island the size of Greece-—— 
which has'only 10m people. These millions make 
Indonesia the fifth most populous country in the 
world (after China, India, the Soviet Union and the 
United States), Since two-fifths of Indonesians are 
‘under the age of 15, by the end of the century the 
| population could top 220m. Each year, 1.9m young 
people join a workforce for whom work is harder 


‘and harder to find. 






for anthropologists and a constant he 
government. For western strategists—just imagine 


168m. Some 100m of 


Finally, glance at the economic statistics, Indo- 


_-nesia makes its way in the world by selling oil and 
gas. But in its last financial year average oil pric 
which gas prices are linked) fell by almost half. 
= year, more than two-fifths of export earnings will be 
‚swallowed up by the need to service medium- and. 
long-term foreign debt of $42.6 billion (more if he 
-yen strengthens against the dollar). Measured by in- 
come per head, si standards today are bac 








where they were in the late 1970s, ee 
In short, Indonesia is a perpetual fascination 
adache for its 


the implications for South-East Asia and Austral- 
asia of an Indonesia turning either to communism 


or Islamic fundamentalism—the country is a nag 
ging concern. is a visiting j journalist trying to un 

derstand the place, it has the intangibility of a mi- 
tage. If Indonesia did not exist, surely nobody 
would invent it. 
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more people than | 
Japanandis 
blessed with 
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natural w eati k 
It should b 
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That it does exist is due to a charismatic Java- 
nese demagogue called Sukarno (the Javanese tend 
to use but one name, so no disrespect is intended). 
Sukarno grew up under the Dutch, who had ar- 
rived—in the wake of the Indians and Portuguese— 
in the East Indies in the early seventeenth century. 
With the arrogance typical of the European powers, 
the Dutch lumped the disparate islands together as 
a single colony from which to extract coffee, 
spices, rubber and oil. When the 
Japanese threw out the Dutch dur- 
ing the second world war, and when 
the allies threw out the Japanese, In- 
donesia could have fragmented into 
nations defined by race and geogra- 
phy. Why not the separate republics 
of, for example, Sumatra, Java, Bor- 
neo (Kalimantan) and the Celebes 
(Sulawesi)? They would be prosper- 
| ous giants compared with some of 
> the United Nations’ impoverished 

pygmies. 
Sukarno never entertained 
such thinking. From 1927, when he 
helped found the Indonesian Na- 
| tional Party (PNI), he preached a na- 

tionalism which went beyond eth- 
j nic identity to embrace “all human 
beings who, according to geopolitics 
ordained by God Almighty, live throughout the en- 
tire archipelago of Indonesia from the northern tip 
of Sumatra to Papua.” 

The dream took time to realise. Independence 
was proclaimed on August 17 1945 but the Dutch 
did not admit defeat until December 27 1949—and 
did not hand over their part of New Guinea (West 
Irian, or Irian Jaya) until May 1 1963. Meanwhile, 
Sukarno assumed greatness. He virtually founded 
the non-aligned movement by hosting the Asian- 
African conference of 1955 in Bandung; he 
snubbed both America and Britain; he flirted with 
the Soviet Union and China; he mesmerised audi- 
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Puppet mastery 


F inti WIN D O NES As 


ences of thousands at home and abroad; and he de- 
lighted the scandal sheets with true tales of his sex- 
ual philandering. He created a nation—and left his 
successor to cope with the bill. 

The president of Indonesia today is a Javanese 
general called Suharto, born 66 years ago to a hum- 
ble family near the old royal capital of Jogjakarta. 
General Suharto has been in charge since 1965, 
when he quashed a communist-backed coup; he has 
been officially president since 1968; 
he will remain so—health permit- 
ting—until at least the early 1990s, 
since there is no other candidate for 
next year’s presidential election. It 
is easy, therefore, for western liber- 
als to assume he is a dictator in the 
manner of South America’s 
generals. 

The assumption is logical, but it 
does scant justice to General 
Suharto. Loosen all the tight ties on 
Indonesia’s political process, and 
“Pak” Suharto (the epithet means 
father’) would still be handsomely 
re-elected. His Indonesian critics 
concede he is at heart benign. The 
problem for western democrats is to 
admit that the bonds on the politi- 
cal process may have helped the na- 
tion. The problem for a growing Indonesia (of 
which more later) is how to slacken the bonds be- 
fore they start to hurt. 

Indonesians like to point up the differences be- 
tween the two leaders of the independent era. As 
the economic train runs out of steam, the vindic- 
tive—including many too young to remember Su- 
karno—do so to flatter the past leader at the ex- 
pense of the present one. The more sensible are 
simply trying to draw lessons. 

The differences are clear enough. To the masses 
Sukarno was “Bung Karno”: bung means comrade 
or brother, a relationship the reticent President 


America and indonesia compared 
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¥ Never aspire to. Fr 


but also to move his sceptical peers in the indepen- 
dence struggle. When he told people that national- 


ism, Islam and Marxism were all reconciled in : 
they believed him. With the Java-. 


nese, his rapport was almost mystical. By contrast, 


“Sukarnoism”, 


i 1 his ear iest days 
as an anti-Dutch activist, Sukarno could play magi 
cally with language—not just to. inspire the crowd 





“Like with unlike 








Pak Harto “always has to read his speeches”, asone | 


Sumatran Batak says with scorn. Calling yourself mn 
may be -accurate 


“the father of development” 
enough, but it is a dull substitute for the personality 


cult of the magnetic Sukarno. When Jakarta teen- 
agers brandish posters of Sukarno, the real. cause. is 


boredom with Suharto. 


But being bored is surely a anil price to pay for o ; : 





alighting from the roller-coaster of 
True, Sukarno established the nation- 



















led it almost to destruction. Liberal democracy was | 





too fractious, so in 1959 it had become “guided de- 7 
© |. mocracy”—a euphemism for a parliament ap- 
pointed by Sukarno which then’ appointed him — 


president for life. The “guided economy”, mean- 


while, was singularly unguided: the. plantations. 
seized from the Dutch were ruined for lack of man- — 


agement; money was wasted in the half- ba ed mili- 
tary. “confrontation” ysia. 1 
wanted to prevent Sabah and Sarawak, the. 
controlled parts of Borneo, from joining 







posed Malaysian federation); inflation d to ¢ 
8 to avoid disas- 
ter were simplistic: balance the army and the com- 
munist party against one another. and move forward 





over 600% a year. Sukarno’s effort 


‘on a tide of speech-making. “I am not 
economist... L-am. a revolutionary,” 
blithely declare: 








That kind of formula can never work for. long : 


The crash came on September 30 1965. Junior ofe 
cers murdered six anticommunist- generals i 


: coup accep eat by the communist party (the 
Partai Komunis Indonesia, or PKI) with the help of 
Chinese money and arms. That, at any rate, is the 
official version. Others say the plotters were trying 
- to protect St 
= lieve Sul 
ing to. install a Marxist regime with himself as the 
new Lenin. The speculation will keep the scholars 
-in PhDs for years to come; the reality is that Gen- 
„eral Suharto, commander of the army strategic re- 
serve Or KOSTRAD (every organisation in Indonesia 
-hasan acronym) moved careft 
~ quash the plotters. For a time Sukarno stayed as a 
n powerless figurehead, but in 1967 Suharto was 
made acting president and then—on March 27 






he wold 


4 Latin: who was to die in 








tkarno from a generals’ coup; some be- 
carno was himself behind the coup, intend- 
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lly and effectively to 








d the presidency. Su- 


68—he officially assume 
970, was already an irrele- 






~ vance; Indonesia’s future lay with Suharto’s deliber- 
: ately named “New Order Government.” 
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'ET ie differences continue to exist, says Presi- 


dent Suharto. “What we- are 
discover i is how these difference 
beautiful harmony, like the hart 
multi-c aloared rainbow.” Ie is 
and a di 














Indi ia he iene of the «Lebanon, 
Baraks, Hindu Balinese and Muslim Javi 


common enough to be unretparkabl aly 
stumble in Bahasa Indonesia, the Mala 
promoted by Sukarno as a unifying lingua frar 






True, a superior Javanese might anu. a any om : dh 





from the jungle of Kalimantan 
given the distances, their meeting i is inherently ur 
likely. 
Do not, however, conclude th 
a kepah or cultural a 


the olour i was a fervent Islam; for Suharto, t the cok 






belie inde animism. 
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GDP per person, 1985 






















































“abangan, Is 
_ world of magic, allusion and rank (spoken Javanese. 
has nine levels to indicate various degrees of defer- 
ence), with no clearly defined boundary between 
the natural and supernatural. 

To rule Indonesia, a leader must first rule 
Java—which means being the dalang, or puppet 
master, in the wayang shadow theatre of Javanese 
politics. The genius of Sukarno was to pull the 
strings not just of the Javanese but of all other Indo- 
nesians. His mechanism was the pancasila—the 
five principles on which the nation is founded. 


Principles and practice 

Pancasila is 2 difficult to quarrel with as mother- 
hood and apple pie. The first sila, or principle, is 
Belief in the One Supreme God. The second is Just 
and Civilised Humanity. The third is the Unity of 
Indonesia. Then comes Democracy led by the Wis- 
dom of Deliberations among Representatives. And 
finally, Social Justice for the Whole of the People of 
Indonesia. The five principles are palais on prac- 
tically every government building; ten rules of sup- 
portive behaviour (for example, gotong-royong or 
mutual assistance) are inscribed on government 
noticeboards, which then appear at roundabouts in 
Sumatra or between the souvenir: shops’ in Bali. 
Even the garuda—the eagle that is the state’s coat 
of arms—has its instructive role: various feathers in- 
dicate the date of independence; the shield on the 
eagle’s chest has the symbols of the five silas; the 
motto gripped in the talons is Bhinneka Tunggal 
Ika (unity i in diversity). 

But is the symbolism empty—and oed bya 
people grown weary of the slogans? Compare the 
controlled political expression with the freedom of 
Speakers’ Corner in London; contrast the impris- 
onment of East Timorese separatists with the free 
speech given to their counterparts in Scotland or 
Catalonia; look at the neutered nature of the press 
(Sinar Harapan, a leading Jakarta daily, was closed 
down last October for revealing proposed economic 
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opeans and 
Americans will say, practice falls short of the ideals 
of democracy and social justice. = 

By definition; however, Indonesians are neither 
European nor American. Set yourself in an Asian 
context and the message of pancasila becomes far 
from empty. Sila One is a carefully contrived rebut- 
tal of Islamic hopes: Sukarno rejected the Muslim 
amendment tagged on to the belief in God “with 
the obligation of practising the laws of Islam for the 
adherents of that religion.” That smacked too much 
of the Muslim state, with all the « omplications of 
sharia law and so on. Instead, the Muslim majority 
has equal status with Chris uddhists and 
Hindus. Jehovah's Witnesses and Baha’is are forbid- 
den to organise, but only atheists are really beyond 
the pale (visiting agnostics should. pretend to a 
faith). As for democracy, the foreign minister, Mr 
Mochtar Kusumaatmadja, is not entirely disingenu- 
ous when. he criticises western democracy’ s “dic- 
tatorship of the majority”. ma 

The Indonesian defäitiön of democracy is 
musyawarah and mufakat—consultation and con- 
sensus. It fits with a culture which values deference 
above directness, and which regards strident criti- 
cism as taboo. The problem, of course, is that some 
consultants have a grea than others; 
consensuses not only emen also 





























Structured politics 


Consider the evolution of the political process since 
independence. In the early years Indonesians could 
choose from more than ten political parties, from 
the Muslim Masyumi to the Communist party. But 
Sukarno tired of the fractious infighting, the sepa- 
ratist tensions and the constant turnover of cabi- 
nets—hence the promulgation of “guided democ- 
racy’. The elected parliament was replaced ‘by an 
appointed one. It-was a synthesis in which some 
voices were bound to be quietened. 

The Suharto era has reduced the babel of de- 
mocracy still further. The PKI, once the largest com- 


-|> ing the anti-west chaos of Suk 
| much further than just crushin 





into “protective custody”. 
coup, the party was officially banned. 

The communist party’s demise is hardly su surpris 
ing: Suharto came from the army, and tl 
never forgiven the communists for an at 
coup in 1948. But the New Order, care’ 


created a political trinity wh . 
After the enforced merger in | 
organisations, an Indonesian electc 
choices. Either he votes for the ppp (1 
Pembangunan, or United Develop 
which is a fusion of Muslim parties; or 
| (Partai Demokrasi Indonesia), which ba 
_ Christian parties and erstwhile Sukarn ists; or 
| ~ Golkar—the so-called “Functional 3rou 


" Serisible voters choose Golkar 6 otherwise, 
one stubborn PDI supporter on Lombok 
“You don’t get a new road to your villag 
ory, Golkar is not a political party, complete 
ideology, but a body formed to repi es 
service, the armed forces, women’s | 
farmers, students and just about any 
tional group” you might think of. T S, € 
tse, th at Golkar is everywhere, ri g he 

















humblest village official. By contrast, the parties 
cannot i siete below the district level except ma 







the grass t roots, That i is not r: the only ohit Jei 
fining their identity. Since 1985 -all . 





organisations, political or not, have had to a lopt 7 want what even Mr B 
si addinsule — Suharto’ s desire—“‘foo 
your head and a textile c 
o In which case, let the president listen to: his own 
economists. — 





la as their basic platform—and to add insu 
to this injury to the PPP, it is now prevented from 
using its traditional. symbol, the Kasba: in Mec 
wian Muslims make their pilgrimage. F 


is a Javanese peasant 


“stand a aea a are installed by the 
government (which chose a particularly unpopular 
one for the prp); the topics of their campaign 
. speeches are vetted beforehand. Between them, the 
two parties have never won even two-fifths of the 
vote in the five-yearly general elections. In the last 
< elections, in April, the PDI surprised itself by getting 

10.9%. of the vote, up from 7.9% in 1982; the per 





| «members and sympachisers were daughreced bee 
-estimates say over halfa million). Others were taken 
Within a year of the 










therefore, happily exceeded i its s target of 70%. 


bother to vote? Even the most naive must recognise 
-the constraints on his vote. He votes for a parlia- 
“ment of é 
‘from the armed forces.” 
















of the People’s Consultative Assembly, which < 
sists of the parliament plus.another 500 pi siden- 
‘tially approved appointees from the military, F 
gional governments andy various o Tven ifs all 


an tonguinchek iet sop tore the voters’ en 


P servers such as the Dutch ambassador, say the ie 
‘inthe ppr's fortunes i isasign that the people: want “ 
< real say in 


























saw its vote collapse from 27.2% to 16%. ‘Golkar, 


To what end did over 90% of the electorate 










400 elected members and 100 appointees 
The president i is elected. by 
meeting every five years (the next is in Ma 
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polities”. 
Eses dl we this is the wishful thinking of a 







in your belly a roof over 
to cover your shame.” 





L armer with at least five children who sca O Ži 


his. s life growing rice, -In a ies 








: m bat he owns his own sae pa his own t nf care 








noft be does not sell his labour, but the produce of his tain 
E abour. In other words, he can never be part: of l 








Marx's proletariat. 
-> Marhaen has been the country s greatest ee 
ee Contrast Indonesia with the Philippines-— 





growing peasants with. large. 


‘chann ls are silted up. 






more é people rele so tiete} is less land go rou 
another resource-rich developing country of rice. wi uall le, bu 

families. In the Philip- ihi hund 

pines peasants till soil they do not own in return for we 
pittances granted them by absentee landlords. Not 
AEA thousands: then leave the fields to be- 


3 counted as employed, so the real rate of unemploy: 






lis “washed away and dams and irrigation 





The dilemma is simple: = health care keeps 











































: is anyone's guess. 

head are said to average more than $500 a year-— 
bur the 1980 household survey showed that 90% of 
the population spent only $285 a year. Two-fifths of 
the rural families in the BEES islands of 
Java, Bali, Madura and Lombok live below a poverty 
line set at only $540 per family per year. 

In the countryside, such poverty is softened by 
the benign climate and the gotong-royong (mutual 
assistance) of the extended family. In the cash econ- 
omies of the cities, where there is no fruit to be 
plucked from the trees, the poverty is harder and 
leads to crime. | 

There have to be better answers—and there 
are. One is to promote birth control (which has the 
advantage of being cheap). But even if peasants can 
be persuaded that having fewer children will actu- 
ally make their old age more secure, contraception 
does not instantly trim a population to a suitable 
size. A more practical answer may be to encourage 
migration from the overpopulated islands to the un- 
derpopulated. Java, for example, has 2,000 people 
for every square mile; Sumatra has only 182, Kali- 
mantan 38 and Irian Jaya a mere 8.5. | 

The transmigration programme, headed by a 
bluff and cheery minister, Mr Martono, is a policy 
much of the world loves to hate: it smacks either of 
an internal colonialism or of an ecological atrocity. 
Arrogant Javanese migrants are said to lord it over 
neanderthal Irianese, destroying their culture in the 
process. Land-greedy pioneers are accused of de- 
stroying the rain-forest for a gain that will, inev- 
itably, be only temporary. 

Mr Martono has an immediate response: “Our 
critics start from a different basis, that when one 
people goes to another it’s colonisation. We say 
we re one nation— it’s integration.” His officials fol- 
low his lead with vigour. For example, the land 
found suitable for settlement amounts to 1.4m hect- 
ares throughout Indonesia—equal to only a sixth of 
the forest area destroyed in East Kalimantan in 
1982-83 by a fire which was probably started by na- 
tive tribes practising “slash and burn” cultivation. 
Transmigrants do not destroy the soil, they con- 
serve it—and bring roads, schools and clinics to the 
thinly peopled islands while lessening the ecological 
pressures on the overpopulated ones. 

There are other statistics to hurl into the argu- 


ndonesian incomes per 

























































Marhaen 


ment: that the programme created more than 
500,000 jobs during the 1980-85 development plan 
at a cost of $4,200 each (which compares with up to 
$20,000 for a job in industry); that the new settle- 
ments produce 5% of Indonesia’s rice—enough to 
have gained the nation, which in the late 1970s was 
the world’s biggest rice-importer, self-sufficiency in 
rice in 1985 for the first time in 20 years. And that, 
between December 1950, when the first migrants 
moved from Java to Sumatra, and the end of last 
year, the government sponsored 698,200 families. 
Assume five people to a family, and you get perhaps 
3.5m people—hardly a great number to place in 
some of the world’s biggest and least populated is- 
lands. And will a mere 32,200 families—the total so 
far sent to Irian Jaya—really destroy the culture of 
indigenous tribes living miles away i in the island's 
central highlands? 


The Berkeley mafia checked an abyss 

The statistics may not, of course, tell the whole story 
(journalists get only rare, and restricted, access to 
Irian Jaya). But a better criticism of the transmigra- 
tion programme is of its inefficiency. If islands are 
sparsely populated, they are unlikely to be fertile— 
but the original mapping, surveying and site selec- 
tion tended too often to assume the opposite. If 

slowing the programme down will i improve its qual- 

ity, the cut in its budget this year, to 111.2 billion 
rupiahs ($67.6m) from 325.4 billion rupiahs,could 
prove a timely blessing. After all, moving people 
from island to aed and giving them land, houses, 
food, tools and fertilisers does not come cheap— 
and Indonesia, the worl id's largest ex porter of natu- 
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‘al gas and the twelfth biggest prodi 

0 ng r has money to throw around. | 

> In the financial year to the end of March 1986, 

the average price of Indonesia’s crude oil was $25 a 


barrel; in the following year, the average was a mere _ 


$13—having fallen in August to less than $10 from 


the $28 level of January. When a country is used to. 
relying on oil and gas production for 70% of its ex- 
port earnings and more than half of its tax revenues, — 


- such a slide threatens an abyss. The current- 
deficit, which was only $1.7 billi lion, or 2.19 
in 1985-86, suddenly widened to $4.1 billi 
of Gpp—in 1986-87. How does a gove 
with what amounts to the loss of a third « 
pected budget revenues and export earnin 
deterioration in its terms of trade, when you inch 
the price slump in tin, rubber, coffee’ and. ‘ot e 
commodities, of 34% within a year? = 0 

















clique of technocrats who run (or 
a 












Wardhana; the finance minister; Mr Ra 
Prawiro; the minister of national development, | 
Johannes Sumarlin; the central bank go er ) 

Arifin Siregar; and two former cabinet: mi nister: 
who now wield their influence from behind the 


scenes, Mr Sumitro Djojohadikusomo - and Mr 


Widjojo Nitisastro. 








| They are all western doaa ed (eioi o of them “a ; = 





went to the American west coast, thanks to the F 
Foundation, that they are now known as “ 
Berkeley mafia’ '), and most of them earned their 
economists’ spurs rescuing Indonesia from 





shambles of Sukarnoism. If you doubt their wort a. = 
look at what the oil-price collapse has done to Mexe 
















“ood thrift fat dm of Sukarno, | 
The answer is with financial prudence from a oa I opp gr 
try to) the coun: 
| try's economy despite the development ‘follies to 
| which third-world governments are often. prone. \ 
The men are the economics minister, Mr Ali 







ocrats. | 
The underlying creed of this dae is the bal- 


anced budget. What you do is divide your expendi- 
ture into “routine” items (like paying the civil ser- 
vice) and “development” spending (like building 
‘roads and dams); you then make sure that domestic 
„tax revenues match your routine spending, and that 
: your development spending i is covered by foreign 
‘aid. What you do not do is print money—for exam- 
ie Wed selling 10Us to your ¢ citizens—to finance your 


because they tememb hoet ‘ 4 19 spen , 

























thar, thou salvation 


ico, Venezuela and Nigeria. By that standard, Indo- — 2 LAA 





nesia is doing remarkably well, which is wh 


yit gets. 






high marks from the World Bank—and wi oie T 3 





governments and international agencies 
June to it another $3.2 billion (Indor ad 
pected only $2.5 billion). With unusual (but se 
ble) generosity, much of the money was prov 
not to finance imports for specific. develop me 
projects but to cover Indonesia’s local 
projects—which really amounts to straightforw 





support for the balance of payment $ an nd thus for 


s The tur ms of trade 
















the moving exchange’ 
: would -have had to pay only 23.7% of its export 
earnings to service its public tc Pia of 29. 3%. | 


_is rarely useful (after all, you 
if exchange rates and export revenues | 
= ~ cheit: E TE the debt se service e would 













“rates, Todonesia last year 









On the other hand, 
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Growing more 
should not cost 
more 
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95 


even better deal for the Indonesians. The real an- 


swer for Indonesians is not to second-guess the fi- 
nancial markets, but to make a better job of what 
they already have. | k 

-- That used tò-mean oil and gas. For a decade 
after the oPEC-driven oil price rises of 1973-74, In- 
donesia pumped out more than 1.3m barrels of 
good quality crude oil each day. During that period 


the price rose from : $10.80 for:a barrel of oil from 


the Minas field in Sumatra, to $29.53. Moreover, 
exports of liquefied natural gas to Japan began in 
1977 on long-term contracts linked to the oil price.. 

_ Those days of high prices are long gone. The 
Japanese and the South Koreans have already in- 
sisted on paying lower gas prices to reflect the de- 


r l ‘HE international, economists in Jakarta (every 


debtor country has its set of sharp-eyed observ- 
ets from the donor nations and institutions) ‘have 


an almost uniform recipe to inspire Indonesia's eco- 


nomic recovery. Develop the plantations (the “agri- 
business approach”) and deregulate industry. The 
Berkeley mafia is in absolute agreement—which is 
probably why the latest, confidential, World Bank 
and IMF reports are so widely available in Jakarta. 
The problem is how to put agreement into practice. 
_. At least when it comes to the agricultural bit of 


-the recipe—deregulation is a different matter—the 


mafia and its foreign 0 | 
which is not firmly locked. After all, three-quarters 
of the nation live in the.countryside; almost 60% of 
the labour force work on the land; and, despite the 








gn friends are pushing on a door 


oil boom of the 1970s, agriculture is still the econo- | 
_ -my’s biggest sector, providing nearly a quarter of 
GDP. There are ideal growing conditions for rubber, 
oil.palms, coffee, sugar, bananas and so on. A peas- 


ant in Java, Sumatra or Bali can drop a seed in the 


ground and sit back to watch it grow, Equally to the 


point, President Suharto (the son of a rice farmer) 
likes the land. The “father of development” is more 


often televised talking to farmers than to teachers 


and factory workers... 


cocoa fell by 43% between 
by 29%; and groundnuts by 


the period from 1976 
growth in Indonesi 


ducer, and eigh 


_impoverishing themse 
contrast, Mr Widjojo a 
account deficit widening 


- The result is that Indonesia’s farmers have done _ 
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Farmers on top 
GOP at constant 1963 prices m 
Trillion rupiah dii 
E 
ee È . i e S 0 
1978 79 8 8&8 82 8&3 s o æ o 
Source: Central Bumeu of Statistics | 


6. 6% a year ae the past ten years; planted m more 





_ other € country; and doubled he ses rte of 
soyabeans in the past five years. To do-that takes.a 


great deal of money, especially for fertilisers and pes- 


ticides, But the farmer does not have the money— 
and so the government gives it to.him. Last year, 
according to the World Bank, ‘subsidies for 
fertilisers totalled 365 billion rupiahs and for pesti- 
cides another 42 billion rupiahs. Add in other items 





like cheap credit and the capital costs of i irrigation, 
and the bank gets to a final subsidy of a massive 1.2 


trillion rupiahs (more than $700m at current: ex- 
change rates). 

It may make excellent political and social sense 
to ensure self-sufficiency in rice and to aim for it in 


soyabeans, but a country whose foreign debt is now - 


$42.6 billion (and rising) simply cannot afford char- 


ity on this scale. It is economic nonsense that Indo- 


nesia should produce its own sugar at twice the cost 


of sugar on the world market. It is an agricultural 
waste to increase the consumption of fertilisers by 


77% between 1980 and 1985, the biggest increase in 


the world. And it is ecologically i insane to subsidise < 

the overuse of pesticides: a little creature’called the 

_ brown plant hopper is now immune to-the pesti- 
~ cides, and last year attacked more than 59,000 hect- . 





: attacked i in 1984. 


-credit at market rates for general farm use. The idea 


will respond to-market signals and concentrate on 
areas where Indonesia- has a comparative advan- 


Dr i wep the oie of Malaysia a then ie 





ares of rice, compared with ip 19, 000 0 hectares it 









































The problem is that farmers get hooked on sub- 
sidies, and so do the suppliers of pesticides and 
fertilisers. To break the addiction, the World Bank 
recommends phasing out the subsidised credits 
given for individual crops in favour of providing 


is absolutely right in economic theory. The farmers 
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i less then Malate s is ras A oe ane 
swet is to bring in foreign companies to develop the 
land. This is precisely the idea of the “nucleus” es- 

tate, in which private companies own 20% of the tu i ew. 
acreage to exploit for 35 years while processing also Diamine 

the « f the “plasma” planta ate $ ON t 











; Kereke jut Hees a co! 
tortuous bends in the road sti 





























































Some 
entrepreneurs are 
more equal than 


others 


-Curse on the economy 


YORRUPTION is our culture, says the scion of a 


prominent Indonesian business clan. He is 


oa rich—~and by race Chinese. Since the 


Chinese are Indonesia’s vulnerable minority, and 
since he believes that the level of corruption has be- 
come high enough to threaten revolution (not im- 
mediately, but perhaps in five years), he had better 
remain nameless. 

Corruption, of course, has many forms, from 
the mildly inefficient to the criminally venal. In In- 
donesia it is everywhere, and in every form. Buy a 
foreign magazine in Medan airport, in northern Su- 
matra, and you find there is a negotiable “tax” on 
the cover price; bid for an infrastructure contract in 
a Jakarta office and you find a “commission” of 
20%, even 30%, is necessary. Do not complain 
about it, because you cannot change the “culture”. 
Indonesia's national soccer team recently accepted 
bribes to lose a match; Indonesian parliamentari- 
ans, who get a handsome official discount on a car 
purchase, sell the purchasing permits to car dealers. 

Indeed, some foreign “Asia hands” will mount 
a reasoned defence of corruption: at the lower levels 
it allows the litle man to buppreent an inareqiate 


income and brings forth what is wanted; at the 
higher levels it allows a patron to get “off budget” 
money to spend on deserving causes, like a village 
mosque or holiday bonuses for. employees. At all 
levels, it helps cut through the bureaucracy. One 
foreign manager in a leading Jakarta company says: 
“The word to use is flexible in doing business here. 
The positive aspect of a flexible business environ- 
ment is that everything is possible.” In short, the 
money trickles down for the benefit of all, oiling the 
business machine on the way. _ 

Do not listen to such soothing voices. Corrup- 
tion in Indonesia has costs that far outweigh any 
ostensible benefits. The costs are the same as those 
imposed by corruption anywhere: the efficiency of 
the marketplace is distorted to the detriment of the 
consumer. By just how much for the Indonesian 
consumer it is impossible to say, although the con- 
ventional estimate is some $700m a year. But there 
is an intangible cost whose impact is much greater-— 
what one aid expert in Jakarta calls “an acceptance 
of shoddiness, including in intellectual thinking, in 
everything”. 

A change in the culture may never happen— 
but at least an increasing number of Indonesians are 
beginning to question its worth. Some people's eco- 
nomic cake is getting smaller, but the slice of corrup- 
tion is not. The problem is that to question corrup- 
tion is also to question the government and the 
president’s nearest and dearest. 


Monopoly money 

Imagine for a moment that you are an Indonesian 
nationalist striving to develop your country’s infant 
industries. Your aims are absolutely honourable: 
you want to wean the economy away from its depen- 
dence on oil and gas and vulnerable commodity 
prices; and you want to train and employ young 
people for the new industries. You also know that 
you have a large domestic market and that it will be 
many years before your industries can match foreign 


competition. Your solution is clear: use oil and gas 


revenues to establish the new industries; from steel 
and cement to car assembly and cosmetics; give 


-them production licences to ensure a match be- 


tween demand and. supply; protect them from out- 
side competition by erecting high hurdles of import 
quotas and tariffs; and, finally, for essential compo- 
nents and raw ‘materials, establish i import monopo- 
lies to ensure that there i is no competition between 
agencies. 

Now bring yourself back to reality. Indonesia’s 
protectionism has filled its shops with inferior 





goods; ensured that the inefficient are never pun- 


ished; and made fortunes for those lucky enough to 
have a production. licence. or import monopoly. The 
lucky ones come mainly from three groups: the 
army, the Chinese, and the} pres lent’s relatives and 
friends. os 











the 1950s, aoda im part b because the allooi 
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tary’s needs (in 1970, the ABRI newspaper. id a 


shortfall was 50%). ABRI prospered by taking over 
the Dutch companies nationalised by Sukarno in 
1958; as the oil industry developed and boomed, 

ABRI companies moved into construction, banking 
and transport; by now, there are literally hundreds 
of ABRI companies, involved in activities from fish- 

eries to air freight. To be an army officer is to. be 
virtually assured of a business appointment to cush- 
ion one’s retirement. To be a general is to become 
truly rich. 


The classic example is General Ibnu Sutowo, 


head of the state oil company, Pertamina, in the 
1970s. With a flagrant disregard for conventional 
accounting, but with the support of the president, 
General Sutowo expanded Pertamina’s activities 
into steel, petrochemicals, real estate, shipping, air 
transport, even telecommunications. He was the 
arch-nationalist of Indonesia’s autarkic excess. 


Then, in March 1975, Pertamina failed to make a 
_ payment on some of its short-term debt—and an 


investigating team led by Mr Sumarlin found that 
the general had piled up debts for Pertamina of an 
amazing $10.5 billion. Quite how much of that 
money enriched individuals is unclear, but consider 
the case of Kartika Ratna, the Chinese Indonesian 
widow of Haji Thahir, a $600-a-month assistant to 
Sutowo. In 1977 she withdrew $45m from her hus- 
band’s personal accounts in Singapore and was 
stopped from taking out another $35m only by a 
writ from the Indonesian government. She claimed 
in retaliation that her husband had been part of a 
network that included the general, Mr and Mrs 
Suharto and the president’s Chinese Indonesian 
business friends. Maybe a lot of the money was be- 
ing banked for state purposes not included on the 
state budget—but surely not all of it. 


Chinese connection 

One, sad flaw in the adherence of indigenous Indo- 
nesians to pancasila is their attitude to their Cl 
nese compatriots (who may have been in Inc 
for generations). The Chinese number only ab 
3.5m of the Indonesian total, but an awful lot of the 
other 160-odd millions cannot stand them and oc- 
casionally resort to beating them up or even killing 






them. Foreign publications in Chinese are banned; 


Chinese Indonesians are constantly encouraged to 

“Indonesianise” their names; taiji, Chinese physical 

exercise popular even with Indonesian cabinet min- 

isters, has had to change its name by official decree. 
Why the hostility? Perhaps because the C 

came as tax-gatherers for the Dutch, were banned 





from owning land and so were forced into com- 


merce and money-lending. Perhaps because 
have an ethic of hard work which is alien to most 
Malays, or because they have family links with com- 





- munist China or because they are reluctant to con- 


vert to Islam as a step to assimilation. In status and 
predicament there is an obvious parallel with the 
Jews of Europe—but an infinitely greater presence 
in business. The Chinese probably own 75% of In- 
donesia’s private domestic capital. They advise al- 
most any indigenous Indonesian with business am- 


a bitions—including the presidential family. 

+. k is a relationship that suits both sides. With 
sme their: access to international capital, especially from 
overseas Chinese i in Singapore and Hongkong, they 








hinese 








provided—and still do—much of the investment 
needed for Indonesia’s industrialisation. For exam- 

ple, the group of Mr Liem Sioe Liong (also known as 
Mt Sudono Salim) raised $552m in the early 1980s 
fora cold rolling steel mill to be amen = with 
the state’s Krakatau Steel. Since the mill’s ability to 
make a profit is debatable, Mr Liem could doubtless 
have put his money to better commercial use else- 


where—but he chose to help out the state. 


- The choice, in fact, is entirely natural. The au- 
thorities—sometimes acting on a personal level- 


$ award trading monopolies and government cor- 
` tracts to the cukong, or Chinese businessmen, who 


in turn give the authorities a cut of the profits. 






Take, for example, the Astra group of Mr William 


Soerjadjaja (also known as Mr Tjia Kian Liong) it 
began under Sukarno with government contracts to 
import asphalt; it now has the licences to assemble 
or import a range of foreign cars, from Toyota to 
Renault. 


All in the family 
There are other Chinese groups which have pros- 
pered by their political, as well as business, skills. Mr 
Tan Siong Kie (Hanafi) is said to be the biggest in- 
dustrialist outside the cement and car industries; Mr 
The Kian Siang (Bob Hasan) is in forestry, shipping 
and chemicals. Bur it is Mr Liem’s group that now 
takes pride of place. His ee =“ si ussenin 


++. even to this level 
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Suharto has helped Mr Liem’s group become the 
monopoly importer of cloves (vital to the local ciga- 
rette industry) and flour; the dominant force in the 
cement industry; and the biggest shareholder in In- 
donesia’s biggest private bank. 

If the symbiosis between the cukong and the 
government clearly benefited the nation, there 
would be no undercurrent of criticism. But the ea- 
ger involvement of the president's relatives, espe- 
cially his three sons, Sigit, Bambang and Hutomo, 
and cousin Sudwikatmono, is stretching the cul- 
tural tolerance. Companies controlled by the family 


and its business friends have dominant positions 


across a range of industries. Imported steel for the 
local car assembly industry must go through them; 
so must polyethylene and other essential plastic raw 


materials; all tin-plate users must buy from them. 


They are the sole insurers of Pertamina and privi- 
leged traders of its oil; they have about half of the 
protected local cement industry. In almost every sec- 
tor, from dairy products to sugar, they have a pro- 
tected and profitable position. They have bought a 
malfunctioning. Indonesian telecommunications 
satellite from its insurers, Lloyds of London, in or- 
der to repair it and resell it to the government at a 
profit. ae | _ 
All of this has a painful price for a country 


forced into austerity. For an Indonesian consumer, 


steel prices were as much as 45% above levels on the 
world market last year; plastics up toa fifth more; 
Laa domestic cement double the price of 
-imports from Singapore. Itmakes a 
< nonsense of the autarkic strategy of 
-industrial development. True, there 
is a huge domestic market for Indo- 
nesian-made products, but the cus- 
tomers cannot afford to buy. , 


Deregulate 
The Berkeley mafia and other west- 
ern-trained economists have the ob- 
vious answer. Open up the economy 
‘to foreign investment and compe- 
tition; and get rid of all those pro- 
duction, trading and import li 
cences—which are nothing more, in 
the end, than a licence to print 
_ money for their owners. 
Convincing others of the an- 
swer is another matter—which usu- 











banks were abolished, making the banks compete 
for deposits and clients. The result was a rise in in- 
terest rates which reversed the flight of capital and 
so strengthened the balance of payments. 

Given that the circumstances of the oil market 
have been in more or less continuous decline since 
then, the technocrats should have become cor- 
respondingly more influential. And, indeed; they 
have. In 1984 and 1985 the tax system was simpli- 
fed and reformed to expand the government's reve- 
nue base. It succeeded: the total number of taxpay- 
ers is now about 3m, compared with only 600,000 or 
so five years ago (which gives some indication of 
past evasion); and there is a value added tax—from 
which exports are exempt. Most dramatically of all, 
the president in April 1985 was persuaded to put a 
Swiss firm, Société Générale de Surveillance, in 
charge of assessing customs duties. According to 

















| akey this snub to the no oriously i 


corti pt: Indonesian customs service has cut import 
| and export costs by over 20%. 
<: That was only part of the technocrats’ success. 


Throughout the past: year and a half, the govern- 


ment has been announcing a stream of reform pack- 
ages to improve the competitiveness of ni y 
exports. Foreign investors have be n a 
297 sectors from which they were 
_ banned and have been given acci 

from the state banks. Local sourc 


ey _ voluntary if imported compone 


als are cheaper. Tariffs have been. edu ed 


T oducts Duties and aw tas have 


ESSOR Doktor Ingenieur Bacharudd 
usuf Habibie, the 51-year-old minister of sta 
for research and technology, is clever, charming 

wonderfully enthusiastic. To get the full. effec 
him across his huge office desk covered with 1 
aircraft. Or go with him by helicopter (eas 


nalist) from sprawling, somewhat tacky Jakarta 
southwards over the Java mountains to the spruce, 
modern factory in Bandung of Industri Pesawat 
Terbang Nusantara (IPTN)—a state-owned company 
making both passenger aircraft and helicopters. Mr 
Habibie, eyes flashing and arms gesturing, will talk 
non-stop of his dream for Indonesia. - 

The dream has four stages: Indonesia will first 


acquire technology by assembling foreign-designed _ 
aircraft under licence; integrate this knowledge by ` 


entering hi-tech joint ventures; then develop tech- 
nological skills by establishing technical institutes; 
and finally provide the competence in basic science 
that ‘characterises advanced nations. In other 
words, if you start at the top with a technology- 
stretching industry like aerospace, it will then foster 
its own support industries and personnel. _ 


It is an idea that flies in the face of conventional - 
development economics (which tells countries, basi- 
cally, to learn to walk before they try to run). But Mr | 
Habibie has no doubts at his leap-frogging strategy. 
Nor does he worry about the cyclical ups and downs : 


of oil revenues. His intent is to “build a nat 


so his vision is long-term: “I've promised the people _ 
that we need 50 years to be equal to all other na- 


tions. I’ve just passed the first ten years.” : 
The dream terrifies the cost-conscious techno- 
ctats. To any objective observer it smacks of a mega- 
lomania pernicious to any sound economic plan- 
ning. But it enthrals the president (who has known 


Habibie since his boyhood). The result is that the — 


head of what may seem a minor ministry is perhaps 
the most powerful influence on Indonesia’s future. 
Mr Habibie does not just build aircraft—he has 
more than a dozen other positions of command. For 
example, he is boss of the companies that make In- 
donesia’s ships and some of the armed forces’ mis- 
giles and munitions; he is in charge of developing 
m Island, a duty-free zone intended to draw in- 
ry away from Singapore, which is a mere 12 

ay; and he is: chairman of the amy that 


if you shipo! 
are a foreign politician or even merely a foreign jour- 


: abalivtied én other: imports. ee eee ie: Hava 


been ended. a the rupiah has been made low 
enough in value (by the September devaluation of 
31% against the dollar) to encourage foreign buyers 


to look more. enthusiastically at Indonesian 


products. . 
__. The never-ending list of reforms is both worth- 


> whil le and | iong overdue (Mr Sumarlin, for one, is 


say why some of the regulations 
first place). Bur before you ap- 
me aon areas 


salt e country’s technological n 


.. These, he os include nuclear E cakes stati 
cD spt to leav fem 


w amb 5 o his thee oes ae 


aned forces have to buy from IPTN; the foreign cil 


contractors have to set up on Batam Island. More- 


over, components for his factories have never had 
_ to go through the monopolies; money for his ideas 


ias never had to pass open scrutiny and debate. 

— So will it all be worth it? The critics say it can 
never be. They admit Mr Habibie’s brilliance (he 
graduated summa cum laude from Aachen Tech- 
nical University and then stayed i in West Germany 
to become Messerschmitt-Bélkow-Blohm’s vice- 
president for technology application). They admit 


that, unusually for Indonesia, he gets things done. 


But they say he is like a boy playing with expensive 
toys he will never have to pay for. ae the Indooe 



































Indonesians set 
their own 
problems, and 
must find their 


own solutions 


The screwdriver economy 


sian archipelago is a market for hundreds of aircraft 
of the type IPTN makes in collaboration with CASA of 
Spain, and of the type it wants to make in partner- 
ship with Messerschmitt-Bélkow-Blohm,Holland’s 
Fokker and America’s Boeing. But aerospace is capi- 
tal and skill intensive, not labour intensive-—so how 
will IPTN ever catch up with its the experienced west- 
erners? It would be cheaper, the critics say, to buy 
abroad. When Mr Habibie argues that he is saving 
foreign exchange, they point out that he buys his 
components from overseas; has sold barely a hand- 
ful of IPTN’s 250-odd aircraft to foreign buyers; and 
has iii the mki debt on which his empire 


is built. Most of all, he has forgotten the opportu- 
nity lost to invest that money in better education 
and health care for ordinary Indonesians. 
Logically, it is hard to disagree with the critics. 
Emotion is something else. Mr Habibie says an IPTN- 
made aircraft is not just a machine, it is a way to 
inspire ordinary Indonesians to believe that they, 
too, can one day join the developed world—just as 
Japan once did, or as South Korea is now doing. 
Technocrats cannot put a price on inspiration, and 
so they tend to deride it. But without Sukarno’s in- 
spiration, Indonesia would not exist—and maybe 
the country needs inspiration now more than ever. 





The challenge from within 


“HE outside world rarely interests most Indone- 
_sians, even those in the political and military 
establishment. Indonesia has an experienced and 
articulate foreign minister, Mr Mochtar Kusu- 
maatmadija, acting as the spokesman of the Associa- 
tion of South-East Asian Nations in its effort to get 
Vietnamese troops out of Kampuchea. And Indone- 
siainclines to an American perception of geopoli- 
tics (despite Mr Mochtar’s talk of a nuclear-free Pa- 
cific, and despite a warmth towards Russia that is 
conditioned by a perpetual suspicion of China), Bur 
the Kampuchean i issue or Mr Gorbachev’s policy on 
Asia will not change Indonesia’s basic, cultural 
introversion. 
~- To see why, look again at the map. Who in their 
right minds would invade such an extended archi- 
sla , with thousands of islands providing sanctu- 
rilla resistance? The last effective occu- 











pying pow was the Japanese in the second world 


jat—but they. had the co-operation of Sukarno, 





who viewed them as a lever with which to dislodge 
the Dutch. The Indonesians, with 16m friendly Ma- 
laysians to the north and 16m friendly Australians 
to the south, see no external threat. And their com- 
placency is justified. They -fu il well that the 
country’s threats are from within. 
The problem is to define the menace. The pat 
answer is to talk of separatism. In Irian Jaya the army 
faces the guerrillas of the Organisation for a Free 
Papua; in East Timor, a former Portuguese colony 
annexed by Indonesia in 1976, the Fretilin indepen- 
dence movement continues. its armed struggle. 
Propagandists for the guerrillas‘ on both islands talk 
of the army’s savagery and use of torture, The gov- 
ernment naturally denies this—but refuses to give 
outsiders unsupervised acces to the islands: What 
seems most likely, according to independent diplo- 
mats, is that guerrilla activity is low-scale, with total 
guerrilla forces numbered in the hundreds rather 
than thousands; and also likely to 








































pact signed between Indonesia and Papua New 
Guinea last year and the recognition by Mr Hawke’s 
Australian government of Indonesian sovereignty 
over East Timor. In short, the pat answer does not 
convince. The real threat is that Indonesia will 
Se even cannot—adapt for its own 
good. : . 


Changing times 


Indonesia does not feel like a military EEE 
Mr Bratanata is allowed (so far) to attack the gov- 


ernment in the columns of foreign newspapers; for- | 


eign tourists roam unchecked (Irian and Timor ex- 


cepted) from one island paradise to another; 
Indonesians move around in their millions—and 


the 250,000 rupiahs ($150) exit tax for foreign 


travel is designed to extort money, not to imprison 
people in their own country. 


Nor does it feel like the Philippines: The liken . 
ing of the Suharto family to the Marcoses-—a com- 


-parison which so infuriates the president that of- 


- fending, and non-offending, Australian journalists 


are banned—is facile. Most Indonesian corruption 


has been recycled to some benefit for the country; 


corruption in the Philippines was virtual pillage. 
The results are obvious: there is scarcely a beggar to 


be found in Jakarta, whereas Manila has its hopeless _ 


vagrants by the thousands. | 
But by any objective definition Indonesia is still 
a corrupt military dictatorship. The armed forces 


provide the country with its president; nearly half 


its ministers; around half of its ambassadors; and 
two-thirds of its regional governors. Little happens 
without ABRI (which includes the police) being in 
some way involved. And the involvement can be 
ruthless. The crime rate in Sumatra and Java has 
declined dramatically thanks to a campaign between 
1982 and 1985 of “mysterious killings”, followed by 


Deference to Islam or to pancasila? 
Ta UGUST 151987 


become still more sete ana toa i filgadahip a “shoot to woun 





wh ere Land it should not 


Beeny ie ee oar tk Catholi 


backgrounds outside Indonesia.” The allusion. is 


But if you enforce pancasila by neutering the pc oliti- 
cal system or by being seen to take sides, do you not, 








































” policy ‘nae: year ards crimi- 
nals allegedly trying to escape, 

- The government can be equally ruthless i in its A 
political- signals: Retired General Ha: 
Dharsono was jailed last year for ten years a 
questioning the official account of alleged Muslim - 
extremism in riots in 1984 in the Jakarta ‘port dis 
trict of f Tajang | Priok: Brig Autu in el 
















be dismissed ow ad. 
After all, the armed forces ate “often the best sa soure “es 
of educated and disciplined manpower. General 


atchful of groups in society 
who cannot understand the dual role due to influ- 
ences from social sciences orginating from cultural 


not to western liberals but to Indonesians tempted 
to follow the path of Islam rather than pancasila. 





ultimately, lose the elena you supposedly seek? 
Trisa question which divides $ ABRI itsel elf Just as 
















They are the constant challenge i 


the economic debate separates the “technocrats” 
from the “nationalists”, so there are liberals and 
conservatives within the armed forces. The conser- 
vatives say ABRI must keep its grip on the political 
process; the liberals argue that ABRI should rise 
above political manipulation, devolve power to ci- 
vilians and be an impartial guarantor of Indonesia’s 
integrity. Otherwise, they say, ABRI will forfeit the 
people’s trust. 


part by consultation and consensus. The final arbi- 
ter is Pak Harto himself, a man whose skills of lead- 
ership have kept him in power as long as almost any- 
one eelse i in South-East Asia. 











They have a message for Pak Harto 


In the end, such arguments are resolved only in 


Phe economic impera ADIY 
preciate. The vechinocrats: can po to results: the 
more liberal regime now being tried managed last 
year to increase non-oil exports by 7% in value. 
And they can point to need. Indonesia has to have 
foreign investment—but. foreign investment has 
been sliding each year, from $2.8 billion in 1983 
(when applications were rushed in to beat a tax 
deadline) to just over $1.1 billion in 1984 and just 
over $800m in 1986. The biggest foreign participant 
is Japan, with a third of all investment in the past 20 
years—but the former Jakarta representative of the 
Japan External Trade Organisation, Mr Hiroshi 
Oshima, last year publicly complained with 
unAsian bluntness at the unhelpful climate of cor- 
ruption and inefficiency. And he added that Indo- 
nesia’s low labour costs were a myth: true, wages in 
the Indonesian garment industry were a quarter of 
those in South Korea~-but : $0" was Indonesian 
productivity. . P 












































À broader approach 
The political imperatives are another matter, Mr 
Suharto, the only president most Indonesians have 
ever known, will be re-elected president for another 
five years next year. Whatever the crises that. may 
blow up, he and his government seem sure to sur- 
vive them: the economy is under strain rather than 
in tatters; political dissent is under tight control; 
ABRI, whatever its internal debate, is a cohesive 
body; and, as one experienced foreign observer puts 
it, the president “knows where all the bodies are, 
and every man’s price’. 
But what happens when Suharto is no longer 
around? There is time enough to arrange a succes- 
sor. But if Pak Harto really wants to be the Father of 
Development, he needs to broaden, not narrow, the 
political experience. He needs to allow an interpre- 
tation of pancasila which embraces a diversity of 
ideas as well as of people. That, in the end, is the 
message of Jakarta’s teenagers, 
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INTERNATION: 


- Yes we export poon and have successfully 
is has been achieved by helpi 
personal and academic aims 


over 22 years. Th 
students attain their 


U.K. Accommodation is provided for 400 ‘students but | 
another 2000 are non-resident members of International | . 
Student House who are appreciative of the fact that we open | 


365 days a year. 


International Student House is a self financing registered 
charity that would welcome participation from enlightened 
British exporters who recognise that the overseas students of 
are the foreign buyers and even potential rulers of 


today 
tomorrow! 


Charity Registration No: 313512 


one so for 
overseas 
st in the 


or telephone: 014-631-3223 


a) my company would like to be a sponsor of 
International Students House 


b) i enclose a donation of 

c) | would-like more information.on 
international Students House 

Please fill in or tick the relevant box and write 
to: fe DE lars 
GRAHAM RATES. (Director) 
international Students House, 


229 Great Portland Street, 
London WIN SHD 


Charity Registration Ao: 313372 


Grand Hyatt Hotel, New York, September 24, 25 1987 


The countries of East Asia, despite political 
upheaval, are enjoving great economic vitality. 
Anentrepreneurial spirit and a flexible approach 
have combined in the business community to 
give the promise of great future success in the 
region. 

At the Asian Investment Qutlook Conference 
the economic trends and investment potential of 
the region will be examined. A general overview 
of the economy will be given as well as more 
specific emphasis on the capital markets, 

changing investment climate, investment trends 
and opportunities of such countries as China, 
Hong Kong, Korea, and the Asean countries. 
The significant role plaved by Japan within the 
region will also be given special attention. 
The conference will be organised by The 
-Economist and by The International Finance 
‘orporation (IFC) the world’s largest source of 
roject financing for private investment in 

Joping countries. It will assemble 


distinguished polincians from East Asia as well as 
top managers and experts from Bank Indonesia. 
Bankers Trust, James Capel, Nikko Securities, 
Business International, Merrill Lynch and 
Morgan Stanley among others, all under the joint 
chairmanship of Sir William Ryrie, Chief 
Executive. IFC, Sander Vanocur, Chief 
Economie Correspondent, ABC Television, and 
John Andrews, South East Asia Bureau Chief, 
The Economist. 

Organised to take place immediately before 
the World Bank IMF meeting, the conference 
will be of relevance to all in the world-wide 
financial and business community who recogruse 
and wish to understand more fully the 
opportunities within East Asia. Those from the 
banking community, fund managers, 
stockbrokers and financial advisers will have the 
opportunity to participate in workshops with 
business executives already active in East Asia, to 
discuss the potential of new business ideas. 
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Return to: Christine Durkin, 


Telex: IAR 
Telefax: Bi 





WHILE YOU'RE READING THIS MAGAZINE, 
ONE THE WORLD'S MOST SUCCESSFUL RESOURCE 
IES IS HARD AT WORK IN AUSTRALIA. 


5 Ps 


“@ BHP 


We produce over 30% of Australia’s oil needs and over 14% of the western world’s manganese ore. We produce 
copper and gold in Canada, iron ore in Brazil, and are one of Australia’s biggest gold producers through our 56% 
ownership of BHP Gold Mines Ltd. 

Our ongoing exploration extends from China to the Rocky Mountains. Worldwide, with joint venture 
partners in some cases, we are acquiring new mineral and energy reserves, wherever they exist in quantities, 
quality and locations which suit our customers’ needs. LNG from Australia’s North West Shelf, oil from the Timor 
Sea, and coal from Indonesia, for instance. 

Last year, our sales totalled A$8.8 billion, and earnings were A$840 million. Gross assets approximate 
A$17.5 billion. 

To learn more, contact Mr. B. W. O'Flynn, Corporate Representative — Japan, BHP Nominees Pty. Ltd., 
Kishimoto Building, 2-1 Marunouchi 2-chome, Chiyoda-ku, Tokyo 100. Tel. (03) 201 4151. 
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... but not the Alliance 


HE nice party, which preached the new 

politics of consensus and common 
_»~nse, has started behaving like any other 
~ party. Now that the Social Democrat rank- 
-and-file have voted, 57% to 43%, for merger 
with the Liberals, leaders of the rival factions 
are exchanging transcontinental crossfire 
from their holiday hangouts over who, if 
anyone, should head the party, and which 
faction, if either, owns its name. The barrage 
will grow intense as they scramble for posi- 
tion before the party conference at the end 
of August. | l 

In reality, the SDP was never the party of 
innocents that it appeared. True, its confer- 
ences have until now been less rancorous 
than those of Labour or the Liberals. But it 
has always been split into two camps. 

The supporters of the now ennobled Mr 
Roy Jenkins, the spp’s first leader, got on 
-well with the Liberals from the start, and 
-have always seen their own party as a short- 
.— term phenomenon that would inevitably 

en up merged with them. This camp in- 


Mrs Shirley Williams and Mr Bill 
AUGUST 15.1987. 



















It was nice while it lasted 


Rodgers, two Joi the original gang of four, 
and Mr Charles Kennedy, the young MP 
tipped (see next page) to take over the lead- 
ership laid down by Dr Owen after the bal- 
lot. Mr Robert Maclennan, the party’s only 

other MP who is not a firm Owen supporter, 
leans toward Mr Jenkins, but is still cautious 


about rushing into a merger. 





Many of these Jenkinsites feel nostalgia 
for the corporatist world of the 1960s, in 
which compromise was seen as the answer to 
many ills. This is just the sort of policy ap- 
proach that Dr Owen hates. 

The Owenites include the other two SDP 
MPs: Mr John Cartwright (Dr Owen’s lieu- 
tenant) and Mrs Rosie Barnes (winner of the 
by-election triumph last winter in Green- 
wich). They have always seen alliance with 
the Liberals, whom they rather despise, as a 
temporary expedient. They consider that al- 
liance with these woolly and soft-headed 
people has been forced on the spe by Brit 
ain’s first-past-the-post electoral system, and 





long to jettison it once: > prepantional repre- 
-sentation is achieved. _ 


watched Mr Jenkins’s je 


roots Uprising” fringe meeting on the cee. 





The clash of personalities is as in 
tant as the differences of policy, Dri 
has.been mistrustful of Mr Jenkins ey er 
they disagreed on how to fight La esd ns 
European stance back in thee riy I$ 
Throughout the 1983 election cami 
adership - 
mounting frustration, and with a sure 
ing that he himself could do better {w 
by the way, he didn’t in 1987). 
Today. the Jenkins camp tre 
Owenites with some scorn. It seesi 
uncultured péople who are over- 
with politics. The tensions berwe 
two groups have been rising for sot 
but the lid has-been kept firmly-on t 
least in public. , 
It won't stay on much longer. Dr 
en's supporters have set up shop 4 dn 
Barnes's constituency office and are run 
a Campaign for Social Dem 
mobilise support from anti-merger 
bers. Dr Owen intends to address a 
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the party conference, and to appeal toa old | 
loyalties before the merger debate, 5. 
 -TheJenkinsire “Yes to Unity” campaign 
has taken over the London house of ne se 
nior SDP members. Mr Alec MeGivan (wh 
ironically, ran Mrs Barnes’ s byelection cam 
paign) is:‘now in charge of the proanerger 
lobby. They have put ee motions for the 
conference that suggest terms for the merg 
negotiations. Their aim is to prevent. Dr 
Owen snatching the spr name, and toshow 
the Liberals that the sop side wants to retar 
something like its present constitution, 

For the spp takes pride in its iconocla 
and its tough-headedness.. Among its polic 
ards are some e fine andi inventive min 
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now a party i is: saplit, ite 

be called deral and have a decent 

structure. . 

Members halfway between | Mr ler 

gs sont oh 

the postmerg ger t party. isi 
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T er version r 
Kinnock’s Labour party? Senior 
bers want to have some idea of the 


HEN Mr Gai Kendi 
: first entered Parliament in 
1983, he was the youngest MP in the 
House. But he was described as “23, 
“going on 43”. He looked older than 
his years, and quickly felt at ease in 


the middle-aged atmosphere of West- 
minster. Now 27, going on 47, he is. | 
“being touted as the new leader of the í 


Social Democratic party. 
Mr Kennedy is firmly in the Jen- 


i kins camp. While he was still at Glas- 


gow University, he wrote a thesis 
about Mr Jenkins and was thrilled to 


be sharing an office with his hero- 
when he unexpectedly won the 


sprawling Scottish constituency of 
“Ross, Cromarty and Skye. It was 
- quite an achievement; the Liberals in 
-the previous election had won only 
14% of the vote. Mr Kennedy, who 
ousted the energy minister, Mr 
Hamish Gray, was the only SDP MP to 
gain his seat at that election. 

He has had a hard time recently. 
His fellow Social Democrat MPs have 
barely found time to speak to him 


~ since he went public on his support - 


for a merger. Their unkindness. has 


been surprising, since he is a popular — 


character. He has built up a strong 
personal vote in his constituency. His 
Majority in June rose from 1,704 to 


11,319 despite the poor national per- 


| : “ formance of his party. 


He appears to have modelled hime l 


self on Mr Jenkins. He enjoys a good 
glass of wine or whisky, and has culti- 
= vated a statesmanlike style of oratory. 
Yet he may still feel he is too young 


for the leadership. On that, at least, 


the Owenites would oe with him. 





hey are ‘taking: before they accept | a com- 
plete merger. 

The spr’s national committee now has 
to decide whether the party needs an interim 


leader to take it into negotiations. The lead- 


er, under the constitution, has to be an MP. 
That narrows the field to four, not including 
Dr Owen. Mr Kennedy is the only SDP MP 


who supports a merger, but none of his four 
colleagues will back him. Mr Cartwright 


would probably stand against him. Mr Mac- 
lennan might stand as.a compromise. candi- 


~~ date: Or the spp could remain leaderless for 


a few months, with Mrs Williams, the presi- 
dent, taking over a few of the leader's duties. 

Nominations for the leadership must be 
in by August 29th, the day on which the na- 


tional committee meets to set up a working 
party to negotiate with the Liberals. Before — 


then, the MPs must decide whether they 
need a leader. The deadlines are tight. 





Financial services 


A nation of 
financiers 


Brenan 5 ‘Wiportance in the world 


economy has dwindled in.terms of its | 
mut in fie 


share of world output and trade, t 
nance it remains a world leader. London is 
still in the same league as Wall Street and 
Tokyo. It remains the biggest international- 
banking centre, with all the world’s 100 big- 





gest banks represented. About three-quar- 


ters of secondary-market turnover in 
Eurobonds takes place i in London. It is still 
the world leader in insurance. 

As manufacturing industry’s contribu- 
tion to output and jobs has declined, that of 


financial services has risen. In a special arti- 


cle in its latest report on the British econ- 
omy, the OECD suggests that the share of the 
financial sector in Britain's GDP is one of the 
largest in the OECD. On a strict definition of 
the financial sector (which would only in- 


clude banking, other financial institutions 


and insurance) the share has risen from 6% 


in 1975 to 74% in 1985—well above Ameri- - 


ca’s 4.7% shore Taking a wider definition, 


- including business services and property, 
Britain’s financial sector accounted for 20% 
of cpp in 1985, less than America’s 23%, but — 
far greater than the 15% share in Japan or- 


the 12% share in West Germany. 

On the wider definition, the output of 
Britain's financial sector has almost doubled 
over the past decade, while its total Gpp-has 
risen by only a fifth and manufacturing out- 
put has remained broadly flat (see chart). 
Over the same period total employment has 


fallen by 5%, and manufacturing employ- 
J| ment by a quarter. Yet jobs in financial and 


business services have risen by -a third. In 


os Be : d 985 they accounted for almost one British 


; Civil service i 


mank financial institutions, ‘suchas pern ae 
sion funds, where the number of employees 
has risen by a half in ten years. 

That growth has been helped by the tax 
system, which favours certain types of sav- 
ings. The proportion of personal-sector as- 
sets held with life-insurance and pension 
funds has increased froma quarter in the 
mpared with less 


‘oa than 20% in 
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eBanking, finance, insurance & business Services 


~The City is also ‘contributing more to 
Britain's balance-of-payments current ac- 
count. Its net overseas earnings have jumped 
from £1.7 billion in 1979 to £9.4 billion last 
year, accounting for more than the whole of 
Britain’s surplus on invisibles. But this seem- 
ingly impressive figure needs to be kept in 
perspective: financial services account for lit- 
tle more than 4% of Britain’s totalexports: 
goods and services, broadly unchanged frou 
its share in the mid-{ 970s, Manufactures ac- 
count for about 50%. Moreover, Britain’s 








share of the value of world exports of finan- 
cial services has declined from 14% in the 
late 1960s to around 8% today—about the 
same rate as the decline in its share of world 
exports of manufactures. 
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-civil-service manage- 

ment are handed over to the Treasury. 
The civilservice unions grumble about not 
being consulted. Why t ; about what 
look like minor Whitek all changes? Partly 
thanks to the surreptitious announcement 
of them ona Frida n August— 
someth uspicion. But 












: i e rate for business 


| When household rates give way to poll tax, business too will get a new 
: Smiem of local taxation. Here are the government’ s plans forit 


M USINESS, and other non-domestic, 
io AA ratepayers face less radical change 
~ than the citizen, whose poll tax we de- 


scribed last week. For business, the rates 


= system will survive: a variable “poundage” 
(of so many pence in the pound) applied 


| to the “rateable value” (supposedly, the 


rent) of property. But it will be much al- 
tered. Rate poundages will be indexed. 
And, except in Scotland, the government 


oe i 


ur and-coming faster than most, a coun- 


tes: income could still rise sharply 
al government restrains it), 

ual bills even. more ony 

ne afar : 


: ; but hostels 


i plans to replace today’s poundages, set by 8 oe 


| : ; l each local council, with a uniform busi- 
| mess rate—one for England, one. for 


E Wales—set by central government. 
In Scotland: indexation 


| Scotland’s new system, already in law, will 


take effect.in 1989-90. It will bring just 
_ one big change, but big it is. From that 


year, the maximum local rate poundage 


_ will be that of the year before, indexed by 


-the 12-month rise in retail prices to the 


"previous September. Suppose the total _ 
~. 1988-89 poundage in Glasgow is 100p— 
30p for the city council, 10p for Strath- 
clyde region—and prices rise 5% in the 


year to September 1988. The maximum 
for 1989-90 will be 105p, ie 31.5p plus” . 


73.5p; and so on in later years. One excep- 
tion: rates for water and sewerage (coun- 
cil-run in Scotland) will not be indexed. 
In practice, the maximum rise will usu- 
ally mean the actual one, because if a 
council is once generous to ratepayers, it 


can never catch up again. Councils will be” | 
tempted to ram up their 1988-89 rate, to 
fix a high base for the future. If they. cry _ 


„this, central government has the power, 
and will readily use it, to force them down. 


Rateable values will be reset every five 


years, as now. Maximum poundages will 
alter accordingly: if the total value, Scot- 
-land-wide, doubles, each council’s. maxi- 


E _mum poundage will halve. So, in an area 


a l “Winners and losers 


ffices, shops in prime position, single-storey ight industrial units. BB | 
d): ** Bill for same units, pens UBR now in force and rateable values ba 


ards sepia. 


| wal 


0% mandatécy 
e) rates relief; but 
, such as monaster- 


-ies and m nses, will shift: to poll tax. 


7 England and Wale: 
. Legisla rion south of the border is yet to = 
“ backbe chers have doubts. So does the 

Confederation of British Industry. But 


s uniformity — 


„alone. passed. Many Tory 


here are the government’s present plans. 
In 1990-91, local business rates will 


j give way to a uniform business rate, 


ly in London (or Cardiff) ; and 
Il non-domestic ratepayers in 


Wales). Though still. collected 


“y by loc | councils, total English (or Welsh) 
rates will be pooled and redistributed to 
councils according to the population they 


: or. Ea country’s 1990-91 usr will be 


poh. that its total is the same, allowing for 


: inal M 


, as under the old system the year 

hereafter, the UBR will be in- 
ably asin Scotland.. 

“This will bring large changes. to. indi- 


the law were in force today, the 


English UBR would be about 224p. Actual 
London poundages run from 117p to 
321p. The verage for the six other big 
conurbations is over 275p, with Manches- 


ter at 354p. In the shires, all districts in 


Derbys and So pay 280p c or 


1 CIP i eatimates of a | 1985 revaluation, ‘but no. 


bills, since local rates. vary | 


Tatsuo | a using actual TEE ; l 


more: 15 others, notably in Kent a 

Berkshire; pay under 190p. A Welsh 

ma be 236p; actual rates there vary lic 
tle, from 207p to 269p. 

Broadly, business will gain in 
north, lose in the south. Thar effect + 
be reinforced by another change: rev 
ation. Rateable values, last ser in 19 
will be reset for 1990, and ti thereai aft . 
five-year intervals (though ‘ gr 
ation” may. be us 

eable values go up, 
“How will rateable e values 1 rise! ? The b 


would let the a out. The o CIPEA 
ures suggest that a revaluation last 
would have raised total English rateal 
values 54-fold (and rhus cut today’s hyi jo 
thetical t R to. 4ip). But many northern: 
values, and those of most factories, would. 


* go up less than thar; many southern ones, 


and those of most prime shops, more, | 
So while some businesses will find a. 
relatively higher poundage cancelled by a. 
lower value, or vice versa, many will ga 
or lose both ways. The table compat 
current rates bills with those that m 
apply if UBR were already in force. It sh : 
that some changes could be huge. | 
there will be two safeguards: ceilings 
(a) the rise in individual rateable values 
the 1990. revalu ion; and (b) for 
years, on the year y percentage rise in i 
vidual bills. Big rises will thus be ph: 
in; for detailed figures, await the reva 
tion. Falls will take effect at once. 
Many details remain to be ple 
how to value premises in enterprise zo 
(which get short-term rates holidays 3 
so command higher rents); and a sta 
treatment for empty Premises (prol 
up to half the full rates bill, but w 
tories and warehouses exempt, as 
But one non-change is cert J 
south: farm land and buildings : 
now, get off scot-free. 





















































The Treasury first lost control. of civil- 
rvice pay and management in 1968, when 
he Civil Service Department was set up. It 
ent the next decade busily undermining 


81 when Mrs Thatcher abolished the csp 
id sacked (though she also ennobled) its 
ad, Sir lan Bancroft. f . 
Still the Treasury was not satisfied. It 
as annoyed that a new department, the 
nagement and Personnel Office, took 
yer some of the CSD’s civil-service manage- 
ent responsibilities. The MPO reported to 
e cabinet secretary, not the head of the 
reasury. Such an alternative power-base 
„unlikely to be tolerated for long. Last 
k; the pre-election rumours that the MPO 
ould go were duly confirmed when its per- 
ynnel-management functions were handed 
ack to the Treasury. A new Office of the 
finister of the Civil Service will keep the 
umdrum jobs like recruitment and 
aining. 
In many ways, the changes make sense. 





hould also control pay and personnel man- 
gement. The old arrangement led to dupli- 
cation between the departments. But the 
Treasury has acquired a sad record of tearing 


and resignations among highflyers, and im- 
posing unimaginative pay settlements. 

-At present imagination is sorely needed. 
forts to agree a long-term way of settling 
ivilservice pay with the unions seem to 
ve run into the sands. The first tentative 


ught by ministers, have not been built 
on. Mrs Thatcher’s government has al- 
rays been a keen exponent of the logic of 
evolving financial responsibility to spend- 


the equally logical devolution of power, 
vithin a budget, to fix pay? 



















Docklands 


that now cover London’s Docklands 
uld not recognise “the filthiest, the 
angest, the most extraordinary of the 
any localities that are hidden in London” 
ch Dickens knew. Five years of building, 


tket, have transformed the area. 
Docklands, eight square milés of desolation 


g next to the City, could and should be 
ved. The London Docklands Develop- 





‘powers and oodles. 9 th 
Part of the area became an enterprise zone, — 


e new department—and had its reward in- 


ince the Treasury controls the cash, it- 


up pay agreements, ignoring falling morale . 


ps towards local pay flexibility, long 


ng authorities. When will that be followed — 





MHE inhabitants of the bijou residences 


d three years as London's hottest housing 


. In 1981 the government decided that 


st Corporation was set up, with wide. & 





es of money, to do the jot 


l 





to woo companies with easier planning rules 
and local-tax breaks. An urban railway, air- 
port and water-bus service were promised, 
Nervously, developers bought land and 
started building. 

By 1984 speculators began to see what 
could be made of the place. While all Lon- 
don house prices soared, Docklands ones 
were rocketing—by 40% in 1984 and again 
in 1985, another 25% last year. Land that 
was going for £70,000 an acre in 1982 now 
costs £2m. | | 

That has attracted speculators and in- 
vestors. Some, say local estate agents, made a 
packet in the stockmarket boom, and 
bought property to spread their risk. Others 


“SINDING more nurses is the biggest 
problem facing the new social-ser- 
vices secretary, Mr John Moore. A quarter 
of the girls who leave school with between 
5 O levels and 2 A levels have traditionally 
trained for the profession. Their age- 
group will shrink by a fifth in the next five 
years. Meanwhile, the number of people 
over 75, who require the most intensive 
health-care, will continue to grow. Where 
will their nurses come from? 

_ Everyone agrees on the answers: widen 
the recruitment pool, reduce staff wastage 
and tempt back those who have already 
left. The NHS employs 500,000 nurses, 
90% of them female. But 30,000 give up 
nursing each year; and a third of those 
who begin to train as nurses never finish 
their course.: Nearly half of those regis- 
tered by nursing’s central council no 
longer practise. Getting some of these 
people back, reducing losses during train- 
ing, recruiting more men and mature en- 
trants—between them, these would meet 
the nursing gap. 


It is easy to agree on the solutions: 
quite another thing to agree on how to 


achieve them. There are two views: 


@ In one corner stand the nurses’ profes- 
sional bodies and trade unions. They fa 
vour more flexible management (more 


part-time work, créche facilities etc), 
much higher pay and a revamping of edu- 
cation to give nurses greater professional 
status. | | 

@ In the other corner are the government 
and the doctors: they go along with the 
need for management change, but are 
worried about financing higher pay and 
better education. Doctors are not keen to 





es še e 


` easy-to-let property that need 


The National Health Service is running out of nurse 
nurse training more professional could initially » 
worse. More thoughtful management would he 
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new, | 


pking 


§ little loo 
a i 7) a re 
we Developers keen to ease their cash flow, 


and uncertain that the boom would con- 
tinue, started a futures market in uncom- 
pleted flats and houses. By paying a 10% de- 


posit, people committed themselves to 
buying a place at a particular price when the 
building was finished. Speculators sold a few 
months later: in the heydays.of 1985-86, it 





was easy to make 200% profit in six months. 
Unfinished homes changed hands three or- 


four times. 2 a! 
Now a two-bedro 


Wapping costs £175,000-£450,000. T 


verfront flat in 





















D re professional, 
* since they might ome of the med- 
ics’ tasks. And the government is consid- 
ering recruiting less qualified nurse help- 
ers, perhaps by way of the Youth Training 
Scheme. i 
Holding the ring are health authorities 
and hospital managers, waiting for some- 
thing to turn up to save them from a'crisis. 
Some authorities, especially in London, 
are already closing wards and cancelling 
operations for lack of nurses. Others are 
» incteasingly resorting to agency nurses, 
-who cost much more than ordinary NHS 


see nurses 
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` Dockla 
nities of Chelsea. And, for those who want 
to make’ money from renting out houses, 
Docklands is turning out to be a bad bet. A 


£150,000 flat in Chelsea can fetch £280- 


£350 a week; one in Wapping £250-£295 
-and on the Isle of Dogs only £200-£250, 
The supply of flats is increasing fast: 







and another 13,000 expected by 1994, Re- 
sult: prices have levelled off. Some specula- 
tors who put down 10% in 1986 are stuck 


estate agency reckons that 18 months. ago 
o 15% of purchases were for speculation or in- 
vestment: now it is only 60%. 


: "derstandably keen to see Project 2000 
lopted. The government is in a quan- 
aary: the scheme will cost. money (esti- 





bea grieved than they do now. 


Caring for the carers 


For that is the core of the problem. Nurses 
think they are unappreciated by doctors 
and managers. Even after the two big pay 


rises given to them by the independent — : 
nurses’ pay-review body, they feel under- 


paid: in big cities they cannot afford to 
buy anywhere to live, and many health au- 


thorities are still trying to sell off their di- i 


lapidated nurses’ homes. Nurses have no 
career structure to match doctors: if they 
rise to senior teaching or management 
posts—a disproportionate number of 
which are held by men—they have to give 
p nursing altogether. Worst of all, many 
...-urses find themselves given menial tasks 
_ which make little use of their skills. ; 
The nys will not succeed in attracting 
more recruits or reducing its drop-out rate 
unless it deals with these grumbles. One 
small thing that might help would be 
some speeches from government minis- 
ters extolling nurses’ virtues. Nurses _ 
would like a chance to take on some tasks 
currently the prerogative of 
rs. Some simple management 
= changes, 5, like provision of crèches and ef- 
< forts ne in touch with married nurses 
< who go off to start a family should be 
`- . made too. On pay, more local differentials 
would help to meet localised shortages. 
_ But the most important lessons for the » 
~-NHS should be learnt abroad. Japan and 
America have dealt with their nurse short- 
ges partly by raising pay, partly by using — 
şe part-timers and partly by treating- 
rses more professionally. Australia and 







nds has neither the de nor the ame- 


-1,000 are now complete, 5,000 being built, 


with a commitment to buy second-rate prop- 
erty that nobody may want, and no finance.. 
They are losing their deposits. One leading 


mates vary from £40m to £250m a year)... 
By taking students off the wards, it will i n 
the short run make the shortage of nurses ~~ 
even worse. But if the proposals are re 
jected, nurses. may feel even more. ago o: 


> thoug 


“eountrieg” 


spend a few 


| ached could be PERO 










2s Who are é the a 40% shat ar 
want to live in Docklands? The warehouse 
flats are bought by rich City people, photog- 
phers, a few rock musicians and media 

‘tk They: moved in early from other parts 

_ of London, some because they liked the at- 

mosphere of London’s old East end. 

~ Most of those on the new estates come 
from the eastern and northern suburbs. 

“Many are the children « or grandchildren of 
-east-enders who moved out.to Essex in the 
1940s and 1950s. Usually; they are childless. 
They have made a bit of money, they proba- 






-urbs are dull.. : 
Most. of he he ousi em 





: -in and send 
-Docklands is still state-owned. The borough 
of Tower r Hamlets hasn more council housing 





ascent pra gine 





New Zealand cae eoe nurse educa- 
tion along the lines ele 2000-— 
















‘inclu ia Britain: Britain’s 
health authorities might copy: plenty of 
youngsters would jump at the chance to. 
years working in Britis 3 






hospitals. R | 
<A look ak road would reveal something 
else, which nobody has picked up in the 
current debate: that the NHS employs. its 
nurses inefficiently. There are 84 nurses. 
to every 10,000. D Britons, compared with 
54 in America, 51 in France, 46 in Japan’ 
and only 35 in West Germany. Among 
OECD countries, Britain is second only to 
Australia in its number of nurses per oc- 
cupied bed, f health authorities stopped 
using nurses. for non-nursing, tasks, they 
would be able to cope with both the man- 
power shortage and. seg 2000. Then 












bly workin London, anid ather think the sub- 


‘once. the child was born. Now she ist 


‘to enter. Cohabiting is not evi 





thas any re in PE À few en 

ing council tenants have bought theirt 
cheaply and sold them on dear, m 
enough to move out to those dull, but 
venient, suburbs. Most, however, ii 
flats, which are harder to sell than he 
especially if they are in a block which 
expensive repairs. Those tenants whi 
their homes must now wait three years. 
them. But enterprising yuppies will fa 
views from the top of Tower Hamlets ; 
cil blocks of flats beat anything that 4 
and Barratts have to offer. 
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Deportation 





families 


E HAS become commonplace to say 
Britain’s immigration laws are 1 
White people have less difhculty sett. 
the country than do Asians or? ; 
due less to the rules themselves t 
flexibility they give to officials 
whether marriages are genuine. 
Two recent cases illustrate the pre 
Mrs Renubaken Lakhani. gained tempo 
admission to Britain last summer, ¢ 
she had a fiancé in India, to whom: 
to return. Instead, she met and marriec 
Lakhani from. Leicester. She becam 
nant, and was threatened with dep 








up ina Hindu temple in Leicester, seek! 
sanctuary from immigration officers, 

The Home Office says she should ha 
gone back to India to seek entry € clearan 
before she marri 





ied. _ Despite a 5,000-si 
ture petition from. Asians in Leicester: i 
home secretary has not used his discreti 
to allow her to stay. If she is sent 
India, she can apply to return, but 
no. guarantee that she will be ace 
Meanwhile, she will be separated fr 
husband, and the baby will have to liv 
only one parent. 

Her problem is the “primary pur 
rule. If, say, a woman wants to marry he 
ancé who. lives in England, immigratio 
cers in her own country have we de 
whether the primary purpose of the t 
riage is to secure settlement in Britai 
they judge that it is, she will not be al 


enough, nor even having children. R 
may not be intended; but the assump 
that people from poor countries are m 
likely to want to settle in Britain may le 
indirect discrimination. | 
Mr Donald McIntosh, a Jamaic 
run up against the same pro é 
to Britain for a holiday las 
married a British citizen, and 
in Britain. After months ò ; 





















































































indecisi 


AcIntosh became pregnant. Only after 
intervention of her Mp, Mr Clive Soley, 
id the Home Office decide that the primary 
yurpose of Mr Melntosh’s marriage was to 
ettle in Britain, and that he would therefore 

ve to return to Jamaica. | 
He will appeal against the decision, but 
meanwhile Mrs McIntosh has terminated 
her pregnancy. As her husband is not al- 
owed to work, the couple felt it could not 
fford to bring up a baby. In a letter to the 
iome secretary, Mr Soley writes: “I have 
ever liked the primary purpose rule, but 
here seems to me something appallingly 
ytong with a system that, due to the nature 
of the rule and the delays in this case, has 
esented this couple with a decision be- 
n termination and economic poverty 

ncertainty about their future.” 
And for a government which praises the 
sanctity of the family, he might have added, 
the Ka Office is not setting a good 
a a 








-A POLICEMAN’S lot is not a happy 
LX one—but his pay packet is. If you were 
a wet-behind-the-ears police constable aged 


with top rent allowances would have run to 
11,673 a year. That compares rather gener- 
usly with the £5,387 offered to a London 
upil nurse. And next month police pay will 
go up by 73%: far more than the 43% rise 
the government is forcing on its clerks. 

< The reason is that, unlike almost every- 
‘one else who works for the government, po- 
ce still have their pay pegged to what is al- 
eged to happen outside. In the late 1970s, 
police pay had slipped back, relative to com- 
arable jobs: policemen were leaving in 
lroves for jobs in private security. So a re- 
jew by Lord Edmund-Davies concluded in 
9 that, in return for being forbidden to 
ike, policemen and women ought to be 
en a whacking pay rise, and thereafter 
ave their pay increased every year by the 
ise in average earnings—which means that 
e basic pay rates have been raised not 
t by high outside pay rises, but also by 
her people’s overtime. 

“Tn 1979, most public servants enjoyed 
iüge pay rises, recommended by the pre- 
lection Clegg comparability exercise. Since 
1980, many have seen their real pay cut. 
Thanks to the Edmund-Davies. formula, 
hough, the real wages of the bobby on the 
beat have risen by a quarter. This has made 
t much easier for chief constables to fill 
their ranks. Onl E E 














21 joining London’s Met this year, your pay 


ndon is turnover still. 








‘a problem, as officers leave for forces in 


calmer—and cheaper—parts of the country. 
Even so, the Met is less than 2% under- 
staffed. ` 
The government, though, has become 
more anxious to make sure that it is getting 
value for all this money. it wants the na- 
tional police inspectorate to take more inter- 


Getting their goat 


OAT-farming in Britain is no longer 


_ police pay before next year's settlement. 


g Audi 


ch already does regular value- 
foremoney audits on local authorities, has 
launched an investigation of police effi- 
ciency. And the government wants a com- 
plete overhaul of the system for determining 





allergic to cows’ milk and to those who 
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| restricted to would-be self-sufficient 
communes of trying-to-be peasants. 
= Over-production has already caused 
other sorts of farm incomes to fall, and 
they look likely to fall further under any 
reform (or even non-reform) of the Com- 
mon Market’s agricultural policy. So 


farmers are looking for ways to make 


money that do not involve traditional 


staples like lamb, milk and wheat. 


Last autumn; the Ministry of Agricul- 
ture suggested goat-farming as an alter- 


native. Farmers had beaten them to it. 


Goats have been’ farmed commercially — 
on a large scale in Britain for ten years, — 


but the dramatic growth of goat-farming 
dates from the imposition of quotas. for 
cows’ milk in March 1984. The Agricul- 
tural Census found 48,000 goats in Brit- 


ain in 1983; by 1985 the number was esti- 


mated at 75,000. The ministry’s advisory 
service helps a steady stream of inter- 


ested farmers. One of its former employ- 
ees has set up an independent consul- 


tancy, the Goat Advisory Bureau. 
Lots of bits of the goat can be used— 


the milk, the meat and the hair. But as 


yet, only dairy goat herds have been com- 
mercially successful. Goats’ milk and 
milk products are sold in supermarkets 
and health food shops; they sell to those 
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a £500,000 grant for research into cross- 








A suggestion from the agriculture ministry 


i 
| 
believe (on no medical- evidence). that | 
goats’ milk is healthier. Dairy goats are — 
more cost-effective milk producers than | 
cows, and take up less land; indeed, un- | 


like cows they can be kept indoors all 


year. Goats escape the Milk Marketing 
Board, the -all-but monopoly outlet for 
and small proces- 





cows’ milk. So. farms. a 
sors can sell their own goats’ milk, 
cheese, curd and yoghurt. And as goats’ 
milk is not constrained by EEC quotas, a 
farmer who wants to start 4 milking herd 
does not need to buy a quota... 

Farming goats for fibre now seems 
promising too. The Scottish Develop- 
ment Agency and the EEC have just given 


breeding angora goats with hardy Scot- 
tish mountain goats, to produce a com- 
mercial breed for Scottish farms. At 
present British textile firms import 
£50m worth of cashmere fibre every 
year, and there are no producers in the 
EEC. Angora cross-breeds may turn out 
to be a good bet. 

There may be a better one. At 
present, a pedigree angora sells for about 
£3,000. For that price you can buy a 
llama, which will produce not only fibre 
but offspring that can be sold in America 
as expensive pets, < oe 
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3 Two big competitors in heavy electrical en- 
Bade Brow Sweden's Asea and Switzer- 


“ate on some large economic projects 
| as railways and gas pipelines. 


i T ke American corporate raider, T ! 


- Pickens, has been blocked by the court p 
| his attempt to take over Boeing, “the 
| American aerospace giant. He is conso 


| -himself with a 4.4% stake in Singer, a an 
aerospace to consumer-goods group. i 


“he Bank of England has belatedly is is | 
sued guidelines to British banks. on | rovi 


l sions for third-world debts. 


i Eight Latin American countries will hold 
-f asummit in December to discuss regional - 


-development and foreign debt. 


2 The president of Peru, Alan Garcia; K 


_ | suspended the planned nationalisation: of - vand 


33 financial institutions, under orders 
from Peru’s courts, pending a parliamen- 
tary vote. 


General Motors, Amaia: s TER care | 

| maker, told its workers that in future their | 

-< | pay. will be linked to the performance- of -| The Ew 
-J individual plants. ie 


| After pulling out of trading British. oe B i oo: 
and Eurobonds, Lloyds Bank, Britain’ HE: 
- third largest, has bought a stake’ in New 


~ York investment managers Weiss, Peck & | 


op Greer. 


| Corporate scorecard 


3. N = Nine months ended. H = Hall 


um’s centre-right coalition is to 


groups are now competing against é 
other again. 


| 
| 


he economy by cutting income. 
\ ee cut the sii deficit. x 


of secret mi ilitary sechnology tof 


at 44 vold ae : 
faile d Perasa a omi contract tos 


a have gone on 


he big ‘boost | in i sales: of nitrogen to. = Jo GAA ERA teddies 
dollar divest this British oe o o , 





Bear, Stearns & Co. Inc. 


Dillon, Read & Co. Inc 5 


Hambrecht & Quist 


Incorporated | 


UBS decision kie: 

















own revolution 


economic miracle. The country achieved ex- 


ideals of hard work and respect for authority 
with cheap wages, weak labour unions and 
efficient bureaucracy co-operating with 
-~ energetic private sector. Its workers put 

in some of the longest and leanest hours in 


208,000 won ($257). And that is by the go 


South Koreans work for longer and still less, 
and often in conditions of the arche- 
typal third-world sweatshop. | 

Dissent at this lot has been sim- 
mering for the past two years, held in 
check by an authoritarian style of gov- 
ernment and by tangible progress in. 
living standards. Now the political lid 
is off and the economic dissent has — 
boiled up into open protest over pay 
and conditions, making this year as 
critical for the evolution of South Ko- 
rean business as it is proving for the ~ 
country’s politics. 

By August 12th a aove 
wave of strikes, stoppages and sit-ins: 
---oss the country had affected some 

0 companies. On that day nearly — 
200 plants were lying idle, including | 
all five of the country’s carmakers, 
‘and some 35,600 workers were on 
‘strike. The labour ministry has said ~~ 

at the strikes, though restrained, _ 

. widespread, with new ones- 
g as soon as others were re- 
S that it has been impossible to 

ceep track of them. 

: Those affected included compa- 
it many of South Korea’s key export in- 
ustries, such as carmaking, shipbuilding, 































~ dockworkers disrupted the shipping of what 


Ki, South Korea’s labour minister, estimated 
on August 11th that the country had lost a 
total of $54m in exports and $130m in pro- 
duction. The following day, Mr Kim Chung 
ul; the prime minister, reiterated a govern- 
threat that it would not hesitate to in- 


OLITICAL upheaval is breaking the 
mould which has shaped South Korea's 


port success by combining the Confucian hit 


industry anywhere—an average week of 54} 
hours. for an average monthly wage of . 
© day stoppage at Ulsan cost it losses of about 
$6m a day in lost sales and wages paid to laid- 
of workers. Small firms throughout indus- 






ernment’s own, biased reckoning. Many- 


textiles, steel and coal mining. Strikes by 


-little production was possible. Mr Lee Hun 


o minimise the impact of the strikes T 
; tt des productivity of South Korean workers | 







South Korean industry 





of £ h Korea's huge indus- 
es-Hyundai, Daewoo, 
old. Star—have been 
s-makers brought to 









bly line near the south- 


ern port o! san company, South Ko- 


-rea's biggest carmaker, has already had to » 
“hold up two shipments of cars to the United 
“States, where it had expected to sell 250,000 


vehicles this year, It reckoned the first fout- 


try Rave been Bae badly hit and may y take a x 


longer to recover. 


The government kais ugd employérs t to 
concede strikers’ demands for better. pay 


and conditions as far as economically possi- 
ble. It is conscious of a feeling among em- 


ployers that the time is ripe to give 
workforces a. bigger share of the profits they- 





have helped to create, and. which contrib- 
uted towards South Korea’s trade surplus 


- with the rest of the world last year of $4. 2 


billion. As the chart on the next page shows, 


in a week Hyundai — 
jobs for which they appear over 


p erent | Price 


prone ees pieced al 
“which steered South Korea 


has far outstripped the rise in their 
wages. 
Since the days of President Park Ch 
Hee in the 1960s and 1970s, before y 
South Korea looked an economic 6 
case and labour protests were violent 
authorities in Seoul have been careful 
no succour to the Korean labour move: 
Government has long sought to p 
links deoo i between the laböui 
ment and left-wing or student: 
groups. The labour ministry now he 
puterised files on graduates seeking m 
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wealthy soris ad ans ve ane 
bourgeoisie. | 
Unsurprisingly, the oppasition, i 
parties are now courting the labour 
n o ak Mr an Tae a 








matic conversion to greater = dees 
-racy in the country at the end of June 
the opposition persuaded the govern 
ment to relax some of the control 
that have kept trade unions on such ; 
tight rein. : 
The: current wave cof strikes is 











These ‘deve lopments wil . 
| loge i in the e basic elati 
a i 


ops. i Sigher lab Sur COSES are. wat 
agenda as companies. seek to imp 
ductivity by moving to prod ucts. | 
added-value. - 








markable | quarter century of 


















South Korean. management is moving 
‘rom family-firm paternalism to a hybrid of 
apanese and American styles. Japan's cor- 
porate paternalism of lifetime employment, 
y by seniority, career training, company 
housing, songs and slogans is there, particu- 
arly in the big groups. But there is also some 
merican-type labour mobility, pay by per- 
formance, individual management flair and 
regard for rank. The Japanese traits are 
ronger than the American ones. — 
The more Japanese in character the 
uth Korean labour movement becomes, 
the better the country’s economy may be 
le to adjust to the structural change that 
ers’ expectations will demand of it. 





na 


| PARIS | | 

A ROW over industrial investment is 
LA. brewing between the two wings of 
France's ruling conservative majority— 
the neo-Gaullists led by Mr Jacques 
|. Chirac, France’s prime minister, and the 
| centre-right group. favouring Mr Ray- 
mond Barre. Mr Barre’s followers argue 


help it renew plant and equipment and 
ing ministers who matter, contends that 
industrial investment is already recover- 


ing and needs no encouragement. The 


where between the two. 
The Barre camp worries that after sev- 


__ Sources: Bank of Korea; Korea Development Bank — 
memmrraavecntenner nt arauera naene a ae ra areor raean NeW annette et ne een rant zac maar ntact aaa err > 


Too threadbare to compete? 


that French industry needs tax relief to 


become. more competitive; the Chirac: 
camp, which includes most of the spend- 


truth, predictably, probably lies some- 


_ eral years of cost-cutting in industry and 


a nagging Barre 
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budget-squeezing by government, the mo- 
tor that drives the French economy——in- 
- dustrial exports—is still wheezing. The 
- government is hoping to cut the budget 
deficit this year and next from about 


FFr145 billion ($23 billion) to FFri15 bil- — 
“lion. Yet, after a small surplus of FFr3.4 


billion in the last quarter of 1986, France 


has already racked up a deficit on mer- 


ak. < economic outlook by INSEE, France’s off- 
~ cial but independently-minded. research 
institute. A recent poll about companies’ 
investment plans shows a sharp drop + 
through the first three quarters. of 1986, 


five months of this year. 


The main problem, say the Barristes, is 


that French exporters are burdened with 
outdated plant and machinery. In, the 
mid-1980s, when the country’s competi- 
tors were remodernising their capital 
. bases, French companies were struggling 
with high interest rates and depressed de- 






of the past, it says there are m 
_ _ Signs that investment in Franc 
o fast: non-residen 


‘three yeai 


Ps Made 


artarena an etiaai aaia ananena a abe remelionie ae rane 


~ Unemployment rate 


Employment in i 
. - manufacturing ~ : 
o as % ef total | a 
Ming coe WORK force. ~~ 
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mand. Those that did invest borrowed 
heavily to do so. On one estimate, French 
private-sector industry was FFr2 trillion 
in debt at the end of 1985. Only last year, 
as interest rates fell and corporate debt 
became more manageable, did French 
companies’ profit margins return. to. 
where they were before the first oil-price 
leap of 1973-74. 2 0. 

The Barristes want a tax credit that 
would lower the cost of investment in 
plant and compensate for France’s real in- 
terest rates of around 4.5%. In support of 


their case, they cite a gloomy half-year 


after a rise last autumn but another. fall 


“early this year. 
~The Chirac camp is not impressed. 
While not contesting the other side's view 


any other: 
is growing 
stment, ac- 













t prices over the 
Mirect aid to invest- 
r only certain types of 
is needed, says Mr Alain 
nach minister of industry, 


ment would 
company; wh 
lin, the | 


<- is extra investment in training and re- 
search. a 


Despite this disclaimer, he has ordered 
a “spring clean” of France's outdated 
tules on the depreciation of capital equip- 
ment. He has asked a working party to ex- 
amine ways of reducing the normal 65- 


threadmaking machinery to perhaps four 


or five years. He wants to encourage small a 


and medium-size companies to invest. in 
new equipment when they need it, not 


-when their accountant says. it is fully 





depreciated... 


“Fhioninly earings deflated by consumer price index 


hirer pre ana ances Marke anani njaratan 
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premier. io Baden-Wiirttemberg, are E 
Mr Stoltenberg to trim the tax package; 
they feel that ‘ 
< nanced”. Even the Social Democrats in op- 


‘it cannot. solidly be fi- 


position are hooked on fiscal rectitude: they 


; hel finance minister Dr amie 


ey 


; ERE seems to be no curbing the eco- ($7.2 bi 


s nomic optimism of the West Gert 


rnment. uea officials reckoned oe 


grow this year at a real rate of shout 2%, >i pared ti 
rising to 2.5% next year and on.into the — tise in. 
1990s. The dismal performance of the first. rowins 


is os says cee is pre- 
and temporary 
7 ee bay 


three months:of the year, when ra "GNP. 


_ orders ‘and production plummeted, 


blamed on the bad weather. The panes | 


ADE p ibys as 


is like, he Taa re. 


_ ment says that the economy is now back on sort toh 
ji vith buoyant consumer demand, ad 


: respected ; exports, 


go ahead as planned. 


=: Few Germans believe it. In 1986, the. A 
< West German government predicted. teal cow 
economic growth of 3%; it got 2.4%. This 
‘year the government originally said that it 
_ was aiming for 2.5%, but is now expecting 
~~ 2%, Forecasters at the country’s banks:and 
_... €conomic institutes are more pessimis č. 
< -On August 10ch, the 1FO economic institute 
in Munich said West Germany was suffering — 


more than just a “growth pause”: it forecast 
‘the economy would expand this year by 
only 1.25%. 


aq, BE 3 and still- low inflation Ene a 
“that tax cuts due next year and in 1990 will | 


tr pour © is il illarge— 
nin January to June. I t 


~ be abou to grow larger. Now that 
Jar's fall against the | 


; West ; 


D-mark ha 


Serman exports are aga 

-ihat is a piece of economic news th 
span nent is crowing about, -but not one 
"8. sical. Peete were hop- 


that. Germany’ 


The iFO is especially glum shout ‘unem- A aie 


ployment. It notes that there are now 


new jobs being created: 100,000 in: tt 


half this year, compared with 300,000 dur- 


ing the same period of 1986, and 200,00 000in d 


the second half of last year. Its pessimism is 


borne out by the latest unemployment fig- : Sa 


-es In July, there were 2.2m people out of 
xk in West Germany—just over 2% 


“(44,000 people) more than in July last-year. — 


Unemployment averages 8.7% throughout 
the country, but is much higher in the black 


Holstein (where there are state elections 
“next month). 
That might seem a a good reason for Mr 


(who ‘co omes rom Schleswig Holstein), to 


r ulate the economy. Instead, the - 


sbank, the country’s. central bank, 
ya en coaxing up interest rates because 
of i its worries about an overshooting money- 
supply and a slow upward creep in inflation. 
 SoMr Stoltenberg faces a struggle to push 
through the cuts in income taxes and. busi- 
ness taxes already planned, let alone intro- 
duce new ones. : 
Despite rising unemployment, e in 
vancellor Helmut Kohl’s centre-right có- 
overnment want Mr Stoltenberg. to 


: ach power generating 


; A heavy elec Bre Aare ‘together för 
warmth. The proposed $4.5. 
spots. Those include Bremen and Schleswig - 


billion merger 
between Asea of Sweden and Brown Boveri 


of Switzerland, until now fierce competi- 


tors, will create a group with combined sales 


i of about SKr100 billion ($14 bil llion) a year. 
Gerhard Stoltenberg, the finance minister T cl : 


That sho | d give them th clout, they: hope, 
o fend off competitors. Asea Brown Boveri 
as the new group isto be known, will 
ore hes vy oom equipment: than 


Their efforts to maintain ara aphids by 
undercutting rivals. have. shrunk all their 


ea een in 


Some leading conservative politi -ti i 


ar Späth, the influential 


E Scanian Airlir 1 
tional carrier) and Hägglund and; 


keting'r name; it should sko be able to. 

on the companies’ geographical mix 
chart on page 58). In theory, asp will b 
to combine Asea’s strengths in Scand 

and Northern Europe with Brown Bor 
standing in Switzerland, Italy, Austria 
West Germany (which accounts for 40 


Brown Boveri's turnover, and where. 


has few sa les). Only 10% of ABB's i 
sales will be in the United States, w ¿ 
may now make acquisitions. 

The merger could pay of in rest 
and development. The two com 
spend a total of SKr6 billion a year or 
By cutting out ere the 


I ssa ely 
The: merger is hot an exact fit. 


fs } 


ei ae 


line System, oy 


wholly-owned subsidiary) are also- 
cluded from the deal. Together t 
panies account for about a quarte 
profits. 

The deal seems a good one 
Boveri. Its chairman, Mr Fritz | 
former central banker who has bee 


helm for two years, had hoped to m 


company more responsive to marke 
and less to the whims of its enginee 
progress has been slow, partly bec; 
the company’s heavy overmanni 
1986, Brown Boveri had pre-tax prof 
$118.4im, bur failed for the first tim 
years to pay a dividend; this year it pl: 
do so again... | 
Brown Boveri: has: been riddled wi 
ternal disputes. Its German division, be 
in Mannheim, is bigger than its Swiss. 
ent, and has s sometimes been reluctant 


Asea/Brown Boveri 14 w 
Siemens a 
Hitachi = m 


100 423/118 $ 
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-Financial services 
83% 
Other 94% 


apn mm Asia, Australia & 
=>, New Zealand 146% 









Pays North America 115% 
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Other Europe 330% 





urce: Company reports 


ooperate with other national divisions of 


m justified in the past, when. national 
ubsidiaries linked to. individual foreign 
arkets helped to win more orders. But ris- 
1g R&D costs and shrinking markets make 
he structure a handicap today. i 

Asea has managed to avoid damaging 
fts. Under its chief executive, Mr Percy 
arnevik, the company has succeeded in do- 
ing what Mr Leutwiler had planned for 
Brown Boveri. With less than 40% of its 
profits derived from, power generation and 
distribution, Asea has more than doubled 
‘its profits after tax’since 1982 to $422.5m in 


Database software 


SAN FRANCISCO 


OMPETITION is hotting up in one 
corner of America’s burgeoning mar- 
for computer software. This is the $2- 
lion-a-year business of supplying software 
r database management—programs that 
Ip users to pick their way through the 
e of information stored in their 
mputers. i 

Until three years ago, the market for 
ch things was growing at an unspectacular 


screte bits, catering for users of main- 
ames, minicomputers and microcomput- 
s: Now the boundaries between the three 
blurring. Input, a research firm, says 


ystems is growing by 20-25% a year, and 
billion a year. 
spur change are Oracl 


ogy Informix (RTI), and 
nian . I 












fy—all 


companies that 


are k 
















Power: 


- Other Europe 87:7% 


he company. Such: federalism may have- 


or so a year. It was divided into three- 


vat the market for database management 
that by 1992 it could be worth around $6 
The companies that have done most to 


Relational Technol- 


industrial equipment 88% 







generation 38-5% — 
À- Electronics 152% 


t- Installationst 8-6% 





distribution 2t3% 


by region 


Asia, Australia & f 
g New Zealand 13-3% 
se re < North America 62% 
| os Y vain Arica 46% 
Chet }-—— Arica 4.7% 


Switzerland 3-5% 



















s Environmental controls T Electrical equipment 


1986, up from $275.1m the year before. 

= Mr Barnevik, who will become presi- 
dent and chief executive of the new group, 
expects that economies of scale will help in- 
crease the profits of the merged group sub- 
stantially, but believes it can ill afford to 


waste time sorting out ABB. He is hoping to 
improve Asea’s flexibility by dividing man- 


agement responsibilities down product 
lines, a system recently introduced by Phil- 
ips. He hopes that will centralise control, 
and help to curb frictions between national 
managers. With Brown Boveri's reputation 
for in-fighting, he will need some stamina if 
he is to succeed, : | 


taying one skip ahead- 


minicomputers, Unlike earlier database 
programs, these requiré users only to tell 
their computers what piece of information 
they need for their machines to find it for 
them. In the past, database software re- 
quired users to specify not only what they 
wanted but precisely how their machines 
should go about looking for it. 


Oracle has grown fastest. It pioneered 


relational database products from a set of re- 
search papers published by ism in the late 
1970s, and it has not looked back since. Its 
sales have more or less doubled in each of 
the past six years (to $131.1m in 1986). Last 







month it reported profits after tax of T 


165% on the previous year. The company’s 
share price has trebled since it offered 


- shares to the public in March last year. Ora- 
cle is this year expected to overtake Ashton- . 
Tate, an American company specialising in. 
database software for personal computers, ` 
- to become the third biggest supplier of». 
database software after BM and Digital 


Pi — AS 










- crowde 





s: and in 
ll sizes: of com- 
ublic offering in 

x (which was 
e proliferation of 
sé. programs is 
s for database 








school-kids with in- 
ypower), > 
Relat f: are already begin- 
ning to looko! oned. Companies like 
two-year-old Ontologic of Billerica, Ma 
achtsetts, are now developing the latest 
database software: object-oriented pro- 
grams. These are cleverer than relational 
tools in handling awkward sorts of data like 
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But growing nu 





Japanese—are di 



















gion’ s latest chic baia is by Thai Air- 
ways, a state-owned domestic monopoly. 
= Despite the recent addition of airbuses on 
the Chiangmai and Phuket routes, it is rare 
for visitors not ona packaged tour to Bet on 





Unionia fund 


FTER iI years of talk, MER 


h. 
i common fund for commodities 
| looks set to be born. Its aim remains 
what it always was—to stabilise the earm- 
| ings of commodity exporters—but it is 
| _ thankfully a more modest beast than the 
one dreamt up in the heady days of high 
| : prices inthe mid-1970s. 
: _The fund needed another $10m of 
capital and one final big sponsor to get 
off the ground. This was provided when 
Į the Soviet Union, at last, signed the. com- 
-mon-fund agreement during ` the 
UNCTAD vu talks last month. It has 
promised to ratify by the end of the year. 










5 $470m. at which it eventually aims. 
Conceived. during UNCTAD IV in 
e common fund was originally 
to do for the producers of such 
s cocoa, coffee, tea and tin what 
ippeared to have done for oil-pro- 
= ducing countries. The aim was to finance 
| buffer stocks that would keep commod- 
-ity prices up, or (if that was impossible) 
stable. 
| But, as an economist Mr Deepak Lal 
| wrote in a letter to The Economist in 
A977: “Fluctuations in existing commod- 
ty markets are mainly caused by underly- 
forces which cannot be wished 
«Quite large shifts in both demand 




















This should mean that the fund will start 
| life with two-thirds of the capital of. 





‘the flights he want. - this humid time of 


year (supposedly off-season), the wait until 
the next available flight from Bangkok to 


age stay in Thailand. 


-Phuket is almost as long as a tourist's aver- 


Phuket has grown partly at the expense 





er ing a new era of tourism” 
ir Dharmnoon Pract nabmon, 


st r T haf aea eat 
Kaga e A is shortly 


ttaya, the beach and bar-girl resort a 
„dri from pepr where for teve 


“now: *6,000 janet 
projected to sel 









ae pnt ‘into a But if Thailand 
wants to keep tourists from all these places 
happy it will have to boost the capacity of its 


internal flig 
resorts. 





hts and the number of its 





and ine are Gnani taking place, - 
and these disturbances are unpredict- 
able”. Few UNCTAD members foresaw 
the slump in demand for industrial raw 
materials, and the oversupply of food, 


that would cause commodity prices to 





fall in the 980s to their lowest level in 
real terms since the 1930s. The biggest 


buffer-stock scheme to try to stop this- 
slide was in tin; it helped drive that metal 






meant to service ten commodity agree- 


ments, with a total paid-up capital (in 
1976 dollars) of $1 billion. Today, only 
two commodities have buffer-stock — 





agreements—cocoa and tubber—and 
neither i is effective. 

Given today's diathgionment with 
price-smoott ning—evident even in 


-UNCTAD—the common fund will now 
have the task of thinking up other ways 


of helping commodity producers’ earn- 
ings. UNCTAD is emphasising the so- 
called “second window” —a fund set up 
to boost commodity-dependent coun- 


tries’ incomes by developing new mat- 


kets for commodities, or by helping 
countries diversify. 

_ It now has a total of $260m in volur 
tary contributions pledged to it to de- 


velop new uses for such things as jute and — 


natural rubber. A vague hope—but a 


better use for the money than buying up 


stacks of commodities that nobody 
wants. 


The > common fund was originally 








American Seem ore | 
of bankruptcy 


(ME UCAS steel industry is shon 
.first profits for longer than r 
to ee But its troubles are & 
over: the industry still has 20% ex 
pacity. More investrnent may enab 
compete on better terms with ite 
steel, but some companies comple 
they are just too poor to turn the 
round. 

Although America’s steel-ma 
pacity has been reduced from a 
about 140m short tons in 1977 to: 
100m tons a year today, that is stil 
20m tons more than the industry see 
to sell. Cuts in capacity cost up to $ 
for each job lost. Since the steel ind y 

already chalked up collective losses 
billion since 1982, companies ari 
increasingly difficult'to shoulder the 
shrinking. M 

Predictably, many steelmen see govi 
ment aid as the solution to their prob m 
They won quotas on steel imports itt 1984, 
but are now lobbying for $1 billion or sc 
help cover the cost of restructuring. The 
dustry threatens darkly chat, if the gov 
ment does not pay up, the steelm: er 
stretched pension funds may in future force 
the American taxpayer to shoulder an even 
greater burden. | 

The huge lay-offs of the past few years 
obliged steel companies to pay more pers 
sions earlier than planned—and to do 
with fewer iockes contributing to them — 
LTV, America’s second largest steelmaker 
had four workers for each pensioner in t 
1970s; now it has one worker for every thr 
pensioners. Before LTV filed for Chapt 

p year ago, each of those : 
ely contributing ne 
ee upkeep of his 1 
he bankruptcy $ 
yon to the broader shor 
Ç a cae eae 
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fortunes have improved of late, the plight of 
[makers is still bad enough to make that 
ificult decision to take. 
America’s three biggest steelmakers— 
X, LTV and Bethlehem—all expect to 
nake money on steel in 1987 (although LTV 
vill do so only because Chapter 11 has re- 
eved it of interest payments on its $6.5 bil- 
tion in debts as well as its pension pay- 
ments). Steel-import quotas and the fall of 
the dollar have reduced the market share of 
imported steel from a high of 26% in 1984 
‘to.23% today. Steelmakers’ profit margins 
are edging up. T 
USX has invested more than $2.5 billion 
since 1980 in upgrading its steel-making ca- 
pacity to higher-quality, higher-priced prod- 
‘ucts—even as it cut total steel-making ca- 
pacity by half. Together with Bethlehem, 
and practically everybody else in the indus- 
ty, USX has cut wage and pension costs. 
LTV, in addition, took advantage of Chapter 
LI to renegotiate all its raw materials con- 
tracts—in some cases cutting its raw materi- 








arnt 


































als costs in half. | 

Ironically, the Americans may find it 
tricky to renegotiate steel-import quotas 
when they expire in 1989. The quotas were 
justified on the grounds that subsidies were 
granted to foreign steelmakers, and pre- 
ceded by anti-dumping suits. Now, America 
is being drawn inexorably into subsidizing 
its own flagging steel industry. The taxpayer 
picking up the tab for LTV’s- pension pay- 
ments, for instance, is worth about $25 a 
ton to the company. 

Recession could quickly replace today’s 
meagre profits with substantial losses. And, 
having seen the relatively kind treatment 
that LTV and Wheeling-Pittsburgh have so 
far received at the hands of the bankruptcy 
courts, other steelmakers may then decide 
that protection from creditors is the most 
prudent course to follow. 





Seeds firms 


Fruit machines 


Y should 40 chemicals. companies 

vie with each other for Britain’s state- 
owned Plant Breeding Institute and Na- 
tional Seed Development Organisation— 


bought on August 6th by Unilever, the An- 


glo-Dutch detergents and chemicals group, 
for £66m? Answer: mainly because chemi- 
cals companies are worried that scientists us- 
ing the tools of genetic engineering will soon 
be able to produce plants that are resistant 
not only to such things as frost and blight, 
but to pests as well. If that happens, chemi- 
cals companies which at the moment sell $30 
billion-worth of pesticides and fertilisers will 
find themselves out of a lucrative business. 
Chemicals companies have spent $10 
billion or so in as many years buying up 
seeds companies worldwide, or on research 
and joint ventures with them. Among those 
doing the buying are Bp, Sandoz, Sanofi, and 
Orsan, the chemicals subsidiary of Lafarge- 
Coppée. Of the big chemicals companies, ICI 
has probably spent the most. In 1985, it 
bought Garst, an American maize breeder, 


ecen Vato: 
Société 
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| tnow 
tional plant breeding t 
a hybrid variety that work: 
a securities firm, ¢ 
neering should help push seed prices up | 
30% over the next few years, | 
Monsanto, an American chemicals firm 
which is spending 20% of its $500m-plus an- 
nual research budget on plant and human 
biotechnology, is trying to develop 
soyabeans that are resistant to Round-up, a 
herbicide it makes. The idea is that weeds in 
helds sprayed with the chemical will die but 
valuable crops will not. The company’s ef- 














































forts could, however, be overtaken if 


biotechnologists succeed in producing new 
breeds of disease-resistant plant, which 
would dispense with the need for chemicals 
altogether. Monsanto has already managed 
to engineer the gene ofa natural poison be- 
longing to a bacterium into the tomato. The 
tomato thus produces insecticides of its own 
accord. In June, Monsanto planted its first 
genetically-engineered tomatoes in Illinois. 
Earlier this year a biotechnology com- 
pany called Advanced Genetic Sciences 
sprayed, for the first time, genetically enei- 
neered microbes on strawberries to ma 
them frost resistant. Bugs are also being usea 
to help plants absorb nitrogen from the air 


Sowing future profits 

The world's largest seed companies 

Company Country of Annual %of % of 
ultimate sales group worid 
‘parent ($m) sales market 

Pioneer Hi-Bred US 7345 894 41 

Sandozt Switzerland 2898 80 3.2 

DEKALB/Pfizert US 201.4 40.0 22 

Upjahnt -< US 2000 101 22 








Limagrain France 1716 850 19 
e N 
Nickersont Holland - 3500 02 19 











icit Britain 1600 11 18 
Ciba-Geigyt Switzerland 1520 20 47 
Orsan? France 1190 530 13 
Cargill PA! ND 05 13 









t parent is in chemicals: tincludes: all acquisitions, “includes 1986 
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Airline turnover 


comparative quarter ae ar 
E ” _ Profit before | tax for 
comparable quater l 


a ne terine 


a in the quarter by way ofa Euro-st 
ssue carrying a coupon of 9.5% 2 
repayable in 1997. The proceeds c o , 


will be used to augment the cor np ys 7 : i | | I na 


working capital. | _ 
— Borrowings now stand at £26! 
the Debt:Equity ratio is 29:71. Net- 


(share capital and reserves) i is now £ af 5m E 


compared ` with £513m a yar ago. 
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aint institutions hail the opportunity to add this e 
ie 0, and shige ca an do: it with ie enek a sist: nee. 
WITH C ARR AGREEN cu IRRE) mINCY E `] i N lat 

worthwhile financial instruments. Ours service is unmatched in the investment fi 


Before abe Sas ony the: e major: t 








However, with a S a o ai your wr liability cant ot iad Tor your miti; 
outlay. With some speculative instruments you can actually lose more than you invest. No gain 
our view is worth a risk like that, even if iti is a speculative venture. : 





If you are involved in speculation already, better compare your product to ours. 
We offer a wide range of products, the aula ones pees 


STOCK INDEX CURRENCIES | COMMODITIES 


Standard & Poors 500 Deutsch Mark Gold 

Standard & Poors 100 Swiss Franc Silver 
Japanese Yen = Ol 
British Pound 


We are only too labi to advise you on any or all of the above. 
We have offices in Auckland and Christchurch, so come in and see us 
or phone us on (09) 390-803 / (08) 7 gaia 


to: g 


. Carragr een C urrency tid. z 


5th Level, 


?}_ CARRAGREEN CURRENCY LTD 
16 Waverley Street, Aucklan 








AUCKLAND 
Level 5 Phone (09) 390-503 

16 Waverley Street : Ne 

Auckland i Yes, please send me, free and without. 

Telephone (09) 390-503 | information. 

CHRISTCHURCH , : 

Ground Floor NAME nsns z a A 
103-105 Worcester Street ADDRESS — — O EEEE ee 
Christchurch | e 









Telephone (03) 799-002 
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e could help: vou. 


/ “The Eastern Europe country specialists mo our Vienna 
office provide a steady flow of information needed to solve 
practical business problems in the USSR, the other Comecon 
countries and Yugoslavia. 
We recently alerted our clients to: 

@ the implications of Gorbachev's shake- up of Soviet 

foreign trade; 
@ the business consequences of Yugoslavia’ as failure to 
meet June/July debt payments; 

è countertrade pitfalls throughout Eastern Europe. 
Our weekly Business Eastern Europe, our 400-page quarterly 
reference guides to Doing Business in Eastern Europe, our 
Countertrade Update, our seminars, conferences, special research 
studies all ensure our customers react quickly to every busmess 
opportunity or threat. 
Influenced by Mikhail Gorbachev's foreign trade reforms business 
conditions in Eastern Europe are changing dramatically. But hard 
currency remains tight. Business International gives executives 
insights to cope with the challenges—and opportuniues—of the 
new business environment. 
Business International is a worldwide research, consulting and 
publishing company helping managers do business away from 
home. We provide international executives with the external 
information needed to manage foreign operations, where profit 1s 
so often at the mercy of outside events. 
We ‘recently merged with The Economist Inteligence Unit, the 
-< London- based country analysts, who track the progress of every 
one of the world’s economies. Together, we now draw on 250 
professional staff in 75 countries and provide the widest range of 
information services tailored to the needs of international 
Managers. 
Our Eastern Europe business services are just one of these. 
If you would like a catalogue of our full range of Eastern Europe 
services call any of our regional offices. Or contact Jean Macintyre, 
Client Services, Business International, 12-14 Chemin Rieu, 
CH-1211 Geneva 17, Switzerland. 





WANT TO BE A LOTTERY WINNER? 
HERE’S THE BEST CHANCE YOU'LL EVER GET. 


NEW: MORE JACKPOTS THAN EVER BEFOI 










he North-West-German-State-Lottery 
is the only lottery that offers extreme 
high prizes compared to the limited 
issue of 500.000 tickets. The lottery runs over 
a period of 6 months, one class per month - 
6 classes in all. 


ul order your ti ; 
coupon below, Within de 
an your ticket together 
~ and the official drawing achedule 
and regulations. 


PLEASE INCLUDE PAYMENT WII 
YOUR ORDER! You can also pa y 
ticket after receipt of the invoice: 


















Draws are held in public each friday and are 
supervised by government officials. The re- | 
ults are published monthly in an official 
vinning-list. 














The number and the amount of prizes ts Qi ARY OF PRIZES can be made by personal check, 
fixed before the commencement of the lotte- | | check, bank transfer (add rem 


























ry. Thus each ticket-number is in the game 3 Times ż 2 Million DM charge) or in cash via registered airmail) 

and has an equal chance of winning. All pri- | g Times 1 Million DM at your own riski. ; 

zes are quoted in German Marks (DM), one ec a ee ee After each class you will receive ‘AAs jal 

of the strongest currencies in the world. 15 Times | Million DM ATEL PAKA Class VOU wus TEONE E 
ira L 100 AAA An nN winning list together with the ticketof the 
or 150 x 100,000.00 DM a mal a 


Tickets can be ordered from anywhere 





around the globe in a half yearly subscrip- 6 T imes SENA DM E E E PEN mime 
tion, We offer full (1/1) tickets, which when | 6 Times 2 a 50, 000. 00 meth diately receive a winning notificatie Hoses 
drawn, receive the whole prize, halftickets = | “imes 0D z 

half prize and quarter tickets accordingly. E _6 Times 106 100,000.0 00DM Your prize-money will be transfered. “ 


a within one week of your request by check. Gr. 
The ticket-numbers are registered in your H 4 Brzes es of 80, 000. 00 V course, if you hit a jackpot you can come in. 
name before they are mailed, thus insuring ZE j person to collect your prize in catho 
100% security for you in case of loss. The 
full-service fee is as little as DM 21.- (other 
lotteries charge more than 60% of the billed 
amount). 





Ifyou are ra ayi our customer, peara 





» Tickets are limited: 500.000 Pius 200.000 prizes 
: y E paea aad mät hei ou BOR N 
« Guaranteed Prizes: 200.054 PANSSNNEns ACEEA We wish you lots of fuck. i 



































«N Over 171 Million D-Marks] 100% Payouts 

NE in prize money : NO withholding of winning 
. — 26 weekly draws with 

x» Monthly personalized | Jackpots up to 2 Million 










s missing, write k 
Lotterie- Pin 


statements of account If coupon is 
* Instant individual and confi- 
dential notification of win PAS 


I try my luck and ae EA rim ra cihinanncoab 
All classes (1st — 6th class) 79. Lottery beginning to: | fen 


Sep.25,1987 to March 18, 1988, gies fh 
of the Nordwestdeutsche Klassenlotterie Please write in German L] English z 


Mr (| Mrs. [| 


FirstName, | | 





Order today win tomorrow! 


DM or uss* or £* 
H D Last Name | 
1/1 ticket 741.00 e 423. 45 ® 255. 55 race 


1/2 ticket 381.00 © 217. 75 @ 131.40 


| | VA ticket 201.00 11490 @ 69.35 | | PO Box 
* US$ prices and £ prices are subject to rate of exchange a o] 
Prices are for all 6 classes including air mail postage and winning list ) 
ech class. No additional charges. Exchange rate as of Jun. 1987 bod EE A A 
E VALID ONLY WHERE LEGAL anene ma PLEASE INCLUDE YMENT, WHEE 


Bia EES SE 










Street re eg 


In Switzerland, the word “First” has always stood for something lofty. 





View of the Churfirsten (7566 ft) in Eastern Switzerland: in Swiss German dialects, “First” means a mountain's highest prominence, where one can enjoy a truly breathtaking view 


Like the magnificent Firsts of the Swiss Alps, the First Class section on all of Swissair’s 
long-haul aircraft offers an uplifting experience of a very special kind. Right from the start, 
with a welcome-drink in hand, you'll take in a view of the most exquisite culinary setting 
complete with a wide choice of fine wines. And in one of our cushy Slumberettes, with its 
automatic foot support and continuously adjustable back rest, when the moment’s just 
right you can take a refreshing excursion in the land of your dreams. But the best thing 
about our First Class service is that you can enjoy it on all of our aircraft even on short 
flights throughout Europe. Clearly, when it comes to “Firsts” - just like Switzerland - Swissair 
is second to none. swissairá 
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THE TA six months of this year, inves- 
ors were said to have made a “func 
on hie pioneer of Britain as 
















of the Exchequer engineered a one percent- 
age. point rise in banks’ base lending rates, 
equities were. as into their sharpest- 
ever daily fall in terms of index points 
(though in percentage terms, it was only half 
the largest daily fall in the darkest days of 


in two days. 

Most of all, this was a reminder of how 
sarkets overshoot. The bull run up to the 
eral election on June 11th was pulled 


” (whatever that might be) was wait- 
| buy British shares as soon as Neil 






aca seem to , be reappraising it nage TY 
again. On August 6th, when the Chancellor 


1974). Even so, the FT-SE 100 index. sank 4% 


ch too far by talk that a Japanese “wall of 


ceded defeat, Te RA be- f 


ing ER kosik while shares were rising 
A ke! once. the. predictable. result 
‘ged 1. The ayoatkely after s an ei vic- 





nomic news must be on-the way. 
Marketeers’ immediate fear was that the 
aide figures for June, due on August 11th, 
would be so bad that sterling would crash 
and interest rates might rise again. So when 
a not-so-gloomy (but still bad) figure was an- 
nounced, the FT-SE index rallied, gaining 
back most of its losses. Nevertheless, the fear 
lingers that inflation is reviving and that Mr 
Lawson will take further tough measures to 
attack it. Since its peak on July 16th, the Fr- 
SE index has slipped nearly 10% and is now 
at about the same level as it was on election 
day. Gilt prices have lost all the ground 
made this year. 
The losses on August 6th and 7th sug 
gested a an abrupt and remarkable- turm 
d in sentiment about Britain, Such a 








change would be hard to justify, Ag 
to aie Ea Drew, in the years | 


haa i 
Mercantile 


ins terest tates, the market overshot 
do vnwards in. the belief that ghastly eco- 


f jan 3 198464000 











































































HE total gross trading profits of Brit- 

ish companies fell by a dismal 4% last 
year-—hardly a reason for the 60% rise in 
share prices since the end of 1985, But 
this aggregate figure conteals more than 
it reveals: profits of the non-North Sea 
sector jumped by an impressive 19%, the 
fifth successive annual increase. Oil-re- 
lated companies’ profits halved (for how 
life is happier for oilmen so far this year, 
see page 69). l 


tin, the Bank of England calculates that 


- rate of return on capital rose to about 

8% last year—up from 3% in the depths 

_ of the recession in 1981, and the highest 

~ since 1973, But it was still well below the 

~- 12% return which industry earned in the 
early 1960s (see chart), l 

-o Despite strong profits, capital invest- 


weak. As a result, British companies have 
‘|| been net lenders rather than. borrowers, 
ie with an accumulated financial surplus 


Now the feast of new paper appears indi- 
gestible; The July volume of rights issues was 
£1,5 billion, about treble their level a year 
earlier. Then, in the week of August 3rd, 
Trafalgar House, a property and shipping 
group, announced a £306m rights issue. 
Blue Arrow, a recruitment agency, an- 
-nounced a rights issue—the largest ever—of 
£837m to pay for its bid for Manpower, a 
-much bigger American firm. Underwriters 
‘and investors seem increasingly unwilling to. 
back such bids with their cash. In the same 
“week a £213m rights issue flopped for WPP, a 
marketing services company which had bid 
successfully for jwt, a much larger American 
advertising agency. Iw 
shares were left unsold with the sub-under- 
writing institutions; WPP’s share price plum- 
` meted and now stands 30% below where it 
-was at the time the issue was announced. 





A long way down 

If inflation, trade and other fundamental 
economic data are to come back into fashion 
as a basis for judging shares, there might log- 
ically be a return to using gilt yields—pref- 
erably index-linked ones—as a benchmark 
for equities. If that catches on, equities could 
have a long way to fall. | 


sometimes yielded less than the rate of infla- 


; In an annual review of company 
profitability in its latest quarterly bulle- 


non-North Sea companies’ real pre-tax _ 


. ment has remained disappointingly — 





Two-thirds of the new 


Ten years ago, institutions put more of 
their money into gilts (even though they 





since 1981 of more than £26 billion ($41 


billion). Firms have often used this to 
buy other firms and to play the 
stockmarket rather than to invest in 
plant and equipment for their own fac- 
tories. Spending on mergers and acqui- 
sitions rose to a record £13.5 billion last — 
year, equivalent to more than half the to- 


Real rate of return* on capital | | 
industrial and commercial companies 12: 


Excluding 
North Sea 














ass e8 72 76 80 8486 


+ Pretax profits net of stock appreciation & captal consumption 
Source: Bank of England | 


rate of return. That return has remained 


. fairly constant since 1983,.at around 3.5%. . 


In the same period, however, dividend yields 
have come down from 5% to less than 3%. 
Rising share prices have meant that equity 
investors no longer require a risk premium 
over gilt yields to compensate for the more 
volatile nature of shares. 

That could change if bond yields— 
which this year have risen in Britain as well 
as in America, Japan and Germany—begin 
to look attractive again, and if investors at 
last become convinced that share prices can- 
not be guaranteed to rise forever. lf investors 
in shares decided that they needed a risk pre- 
mium of just 1% over index-linked gilts (per- 
haps because dividend growth for 1988 does 
not look rosy), the stockmarket would have 
to fall by 25% to produce the appropriate 
dividend yield. on 

Some gloomsters think the London 
stockmarket could fall that far anyway, be- 
cause it over-reached itself in anticipation of 
the Japanese wall of money. They can draw 
comfort from an historical parallel. At the 
end of 1960 the market rose 20% in five 
months in anticipation of a new act which 
was to allow a greater number of institutions 
to invest in equities. When that expected 
wall of investment did not appear, equities 
lost all the gains they had notched up. Only 
then did the new class of investors start buy- 
ing shares. The stockmarket hit a peak in 
1963, The bull market did not end until the 
following year. | 
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America’s own 
minefield 


_ NEW YORK 


med a new bank- 
to deregulate 
ss and not 


Reagan reluctan 
















America's banking bus 
enough to shore up 
nance) institutions. 

insisted that the pr 





| only rescue 30% of 


fts. 











ns the new billis 


$10.8 billion, 


agement consultaricy 
flawed in two ways. First, the $ 
which is to be raised -by bonds issued by 
FSLIC’s overseer (and the industry's regula- 
tor), the Federal Home Loan Bank Board, is 
inadequate, even though it will wipe out 
FSLic’s $6 billion deficit for now. Second, he 
says there is “no reasonable possibility” that 
FSLIC can repay the bonds out of future de- 
posit-insurance premiums. 

FSLIC is already technically insolvent, 











with a negative net worth of $6 billion. 
McKinsey estimates that the equity (“tangi- 
ble net worth”) of the entire savings & loan 
industry equals only 1.5% of its total end- 
1986 assets of $1.14 trillion—or a mere $17 
billion. About 40% of the industry is fle" 





Going out of busines 






d buts for oil’s bulls and Ł 


il-company oar have ou 
stockmarkets this year , helped 
though, they have lost 


 NVESTORS in oil shares have had a 
A pleasant ride in 1987. Those who took 
the plunge after New Year’s Day have seen 
ieir investments rise by an average of 
8% in America, and by 51% in Britain. 
That compares with a 35% rise in Stan- 
_ dard and Poor’s 500 share index, and a 
< 38% increase in the FT-Actuaries all-share 


index, over the same period. Big Ameri- 


: can oilservice firms, which provide equip- 
ment and know-how for exploration, have 
been the star performers. Shares in the 


biggest, Bake Hughes, have risen by 91% 


nerger of Baker International 
ghes Tool in late January. 


“A month ago oil’s performance looked 


better still. In America oil shares are now 
below their early-July peaks, however, 
‘while Standard and Poor's 500 index has 
risen another 9%. Britain’s oil sector has 


| lost only a little more than the main 


~index’s 7% fall from its July high. But oil 
» Shares started to fall ahead of the overall 
-market and failed to follow its recovery 
this week. 


Has a rot set in? Not koani butoil 
fans are starting to face up to reality. Dur- r 
ing the first half of 1987, spot oil prices. 
drifted in a narrow range between $I6and 
-$19 a barrel—more than double their low 
point in July 1986. The markets evidently 


lieved that OPEC had got its act to- 


1% gether, so that oil prices had nowhere to 


-go but up. In mid-July rising tension in the 


|. Gulf lifted the spot price of a barrel of 
~ North Sea-Brent oil over $20 for the first 


time since January 1986. It also brought a 
velter of speculative money into what is 
-ecusually a conservative and stable sector-— 
some three-quarters of Big Oil’s equity is 
< owned by institutional investors. 


The fact that there has not yet been a 


Standard & Poor's 500 


Jan 2 1987 = 100 


some of RY high 


a the New York he London 


prer oil prices. In the past month, 
unce 


catastrophe in ve Gul fis deini the 


faster money look elsewhere, and there is a 


feeling that OPEC is: losir g its grip. 
Tempted by | prices well above the cartel’s 


$18." ‘reference” level, some OPEC mem- 
bers are’ pumping ‘oil as fast as possible. 
The cartel’s output is 

barrels a day, 2:4m barre 
self-imposed quota. Iraq, which is shun- 
ning its quota anyway, is set to ~ its oil 
exports by up to a further 500,000 barrels 


w around 19m 
a day above its 


+ A a ma a v pipeline throug g 


‘increase in “y pply. has little im 
pact on price as longas oil companies are 
-building oil stocks to protect themselves 
against any disruption to Gulf supplies 
( l 5% of the wet 


ber’ s oilandgas reserves have j 


$ ‘nae Afet all a Palli in al 


prices of a further 10% or so would do lit- 
tle to discourage exploration and produc- 
tion, which -has picked up strongly this 
-year. And oil prices at or slightly below 
$18 a barrel would i improve the profirabil- 

ity of the big oil firms’ refineries, which are 
now making an average gross margin of 
under 50 cents a barrel. That compares 
withal al most t$5a a Ska in tmid- 1986. This 


% increase fae Jan 2 1987 to. 1987 Tpu 
pre 


Haliburton 


British = ee 
Petroleum 


‘Shell Transpor 


ig : Yo decrease 
& Trading ee De. peak to 


Exxon AGH reg w 1987 
Chevron 7 


‘Mobil 


oil y papis bie the 
Tha den Tail 


year vale companies have found it dificult 
to pass on higher refining costs to con- 
sumers, while worries about che Gulf have 
pushed up freight rates. 


Wheeling the oils 
What investors should do now depends 3 


on which side of the Atlantic their invest- 


ments. sit. In the past, British oil shares 
have been a good defensive bet in a fal 
stockmarket, partly: because the i 

have litle net Snpmare to the dom 


te capitalise AS are 
of their assets, loo 


range, La 
guidance. Any furthe 
ing of European. 


dollar will 


o. maitgin r E O in Am 
together with a continuing reco 
duction and exploration, In t 
half of 1987, American oil compani 
mestic upstream activities got of t toa E 
start. Confidence in stable oil prices. 
left them eager : oO. spend more on fine 


a mmber of ‘rigs ‘looking for oil - 
America is li to quicken during the 


second half of 19 1987, 
“London: 


stag 
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bout 7% of assets. The other 30%, or 916 
thrifts, are the ones which McKinsey reck- 
-òns are either bust or going bust. 

Losses are getting bigger. Thrifts are ex- 
‘posed not only to credit risk but also to in- 
terest-rate risk, because they have handed 
-out lots of long-term fixed-rate mortgages 











urities. These securities are valued in 


rice. But between mid-March and mid- 
April the value of mortgage-backed securi- 








“rates rose. McKinsey reckons the thrift in- 
dustry owned some $135.5 billion of these 

securities. That means a paper loss of $10 

billion, or more than 50% of the industry's 

| estimated $17 billion of equity. 











anker at First Boston and à former em- 
loyee of the Home Loan Bank Board, told 
Bank Board hearings in Washington that he 
stimated that the market value of the inm 
ustry's $633 billion total portfolio of mort- 
ages (including those securitised) might 
“have fallen by $53.9 bil lion because of the 
interest-rate. rise: On- McKinsey’ s figures, 
at is three times the industry’ 

McKinsey reckons the net cost of 
iquidating the sickest thrifts (ie, turning as- 



















a 


illion and $38 billion. The next tier of vul- 
erable thrifts would cost another $38 bil- 





ion to liquidate. 
: here were to be. a recession or a big rise in 


HEN Mr Daniel Davison left J.P. 
VV Morgan in 1979 to become chair- 
cman and chief executive of US Trust 
Company, an upmarket commercial 
bank, one of his first decisions was to 








-book of $100m was soon sold to other 
banks eager for what were then de- 
scribed as “quality” assets. 
At the end of last month Mr Davison 
took another radical step. He an- 
nounced that US Trust would no longer 
lend to companies or property develop- 
ers. It is quitting commercial banking. In 
future US Trust will concentrate on its 
main businesses, which are private bank- 
ing (including lending to rich if some- 
times illiquid individuals) and managing 
$11 billion of private clients’ assets and 
$3 billion of institutional money. 

In US Trust’s opulent Wall Street 
headquarters, Mr Davison explains that 











only 3.6% of a assets and aig is operating: he 
ow normal.commercial-banking practice of 


and hold bundles of mortgage-backed se- 


‘thrifts’ accounts at the original purchase- 


ies outstanding fell by 7% because interest 


In May Mr Eric Hemel, an investment 


‘gets into cash and paying off all depositors). 
would-amount to somewhere between $25 


“Mr Bryan adds that, if. 








No Trust in banking 


top all foreign lending. The foreign loan. 


‘Commercial banks cannot be expected 
to bail ou the thrifts. Bank write-offs of do- 
mestic loans (not including this year's for- 
eign debt provisions) grew from $6.6 billion 
to $17 billion between 1982 and 1986. 
McKinsey argues that in a recession those 
write-offs usually double or triple and are 
concentrated in the weakest banks. That 
would be more than enough to use up the 
$20 billion in reserves now held by the Fed- 
eral Deposit Insurance Corporation, the 
banks’ own insurance scheme, leaving noth- 
ing to be passed on to thrifts. 

The American thrift industry remains a 
time bomb. If it explodes, it could make the 
much-more-talked-about third-world debt 
problem look tiny—at least to the Ameri- 
can taxpayer. 


Belgium | 
selling the silver 
BRUSSELS 

RIVATISATION fever is soon: to 


spread to Belgium. On August 10th the 
government announced that it will sell off 


three state-owned companies by the end of 


1988. The most important is the gas utility, 
Distrigaz, followed by the Régie des Trans- 


ports Maritimes (RTM, the state shipping 


line), and the Office Central du Crédit 
Hypothécaire, the government-owned 
housing-loan company. More will follow, 
helping further to increase interest irt Brus- 

















his reasoning is the same now as in 1979: 
the risks in the business he is quitting far 
outweigh the rewards. The continuing 

enforcement of the 1933 Glass-Steagall 
Act, which separates. commercial. from 
investment banking, together with 

“securitisation”, have eroded the basic | 

banking business. Mr Davison says that | 

banks are being crowded into an ever | 

} 

| 

q 


smaller corner of the market. The result | 


is that they agree to make increasingly 
risky loans. This is presumably why more 
than 60 banks have already contacted 
US Trust in the hope of buying its 
$275m of corporate loans. | 
Mr Davison is able to make this © 
change because commercial banking is 
not a vital part of US Trust’s business. 
Asked what his former colleagues at 
Morgan thought of his decision, Mr | 
Davison said: “I think secretly they | 
thought it was a pretty good idea.” | 


interest rates, the ‘baibout cost could rise to. 
more than $100 billion. i 


- incomes 

































Heading for the altar? 


sels’ go-go stockmarket. 

The government reckons the three flo- 
tations will bring in some BFr7. billion 
($178m), but the actual: figure may be con- 
siderably higher. Later privatisations are 
likely to include the state savings bank. One 
disappointment is that the Régie des 
Télégraphes et des Téléphones (RTT), the 
state telecommunications authority, will not 
be privatised under the new plan. It will re- 
main under state control, while being given 
more commercial freedom, along the lines 
of that enjoyed by the recently-liberalised 
Dutch PTT. X 

The privatisation programme will help 
reduce the government's budget deficit next 
year to BFr405 billion, still an uncomfort- 

able 7. 5% of GDP but an improvement on 
this year’s 8.5%. This cut in the deficit kne 
helped the centre-right coalitioncof 
Wilfried Martens, the long-running prime 
minister, to finalise its tax reforms, which 
were also announced’ on August 10th. 
These will be: implemented over a four-year. 
period, starting in 1988. 
The top marginal rate of income tax,. 





now a punitive 72%, will be cut to 50%, al- 


though a special tax will be levied on taxable 
2 in excess of BFr3m a year 
($77,000). The earnings of husband and 


wife will no longer be treated as one income,. 


_a practice that has discouraged marriage in. 
| recent years. Child allowances will be in- 

- creased. The cost of the reforms to the gov- 
- ernment is put at BFr70 billion a year. Pa 
_ of this cost will be recouped by reducing ti 









deductible allowances on professional costs 
such as business lunches and company cars. _ 
The rest may be financed by an increase in. 
indirect taxation. Nothing is for nothing, 

these days, in a country with so large a bud- 


get deficit as Belgium. 











“PARIS 


J ANTING to be an international 
financial centre is one thing. Ac- 
ig an invasion of financial English 












jurists. So, to protect French ears 
E ‘finglais”, the financial cousin of 
bastard ‘ ‘franglais”, France’s: minis- 
ers of finance and education have pub- 
lished a decree in the Journal Officiel 
with an index of forbidden English 
words. Banned henceforth from govern- 
| ment documents and state schools or 
| universities are such French dealers’ 
7 favourites. -as le bull market, le hot 
» money, le window-dressing, le stripping, 
le back-up line. Authorised French 

ire given to replace these 


80 oth 


er terms. 















merits. English-speakers 
. hink French i is long-winded, But 
-marge is just as straightforward as 

“spread” (that both can be applied to 
< toast is mere coincidence). Some of the 
| ministers’ terms are worthy of re-export. 
. How many Engli 
omnibus; i 






retranslated directly back into English as 
buy and sell options. 





Japanese s swaps 


| Défense de crasher 


nother, at least for French lin- | 


pedantic tone, the effort 


shmen on the Clapham 

now what “call” and “put” — 

. nstance? They might be 
clearer if de official French phrases, op- 
tions d’achat and options de vente, were — 


These French lexicographers have 
been too modest with their shortlist. A 
second edition is needed to tackle — 
tougher | terms like ‘ ‘floating-rate note” 
and‘ ‘pre-emptive rights”, A we ll to 
the ministry would no dout 
the authorised French for thes 
But the shy official would f 






interview est t off, ok?” © “a 





The yen-yen shuf le 












T oo: is t wing up increasin, rly adv urous money markets. I he latest 
_is that for yen interest-rate swaps, which in 18 months has grown from 
-nothing to be the world’s second biggest swap market, after dol 














APANESE swaps work just like any ahs 

ers: they allow banks and companies to 
juggle their debts. Two parties agree to 
exchange interest payments on each other’s 
yen debt. One might take on long-term, 
fixed-rate debt, while the other takes short- 
term, floating-rate debt. Each gets the type 
of loan that it needs more cheaply than it 
could have raised it by itself, or gets round 
government regulations limiting its access 
_ to certain sorts of borrowing. Participants 
-= reckon that each week there are $1 billion 
-to $2 billion worth of yen interest-rate 
yaps—known locally as “yen-yen”. That 
slies an annual rate of $50 billion-$100 
On. 








tail “city”. banks from its three- wholesale 
“longterm credit” banks. City banks are 
supposed to: borrow and lend short-term. 
Long-term. credit banks have the exclusive 
right to raise long-term funds by issuing de- 
bentures, and to make long-term loans. 
Now city banks are eagerly learning: to swap 
their short-term liabilities for five- or seven- 
year funds. This allows them to compete di- 
rectly with: the long-term banks, such as In- 
dustrial. Bank of Japan, in making longer 
and fixed-rate loans. Mitsubishi Bank says 
that about a quarter of its liabilities now 
carry fixed interest rates; two years ago, vir- 
tually none did. Trust banks and regional 
banks are also keen grabbers of fixed-rate 
yen debt from the swap market. 

Companies find the. market a boon, 











_ point cheaper. 


- grow! One reas 
` in the —— have only re 


a kos oome f s fom Sona issues. T 








rates will ‘all n no Searls and so have 
swaps to turn floating-rate debts into | 
fixed-rate debt. Recently, several heavily 
debted steel companies have swapped 
expensive long-term fixed-rate debts i 
floating-rate debt about one percent: 












Why has. the market only j just b = 
ynvis that issues of ye 
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into. the market t 
London. ~ 
Strangely, it 
dominate the yer een. swap n ma: a 


Citicorp, Bani ers Trust and Morgat 
anty are among the leading marker-mah 
Of the Japanese, Mitsubishi Bank, 
Bank; Sumitomo. Trust and Mitsui 
have. all been keen to trade yen sw. 
they, general : y doa not = them 
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or imie 
the securities ho use lead-managing. the 
c ay iton toa 
a shane 














corporate client. 

Ebbs and flows of Eurobond acti 
can push yen-swap.. interest ra 
down. If there are too- many Fi 
issues there will be an oversu 









Europes issue in January, the 
enough people willing to take < 











JAPAN'S four big securities houses— 
< f Nomura, Daiwa, Nikko and 
Yamaichi—have been powered to the 
_ top of the international league by their 
-country’s vast exports of capital. If they 
‘eto remain strong when those exports 
art to shrink, they will have to tackle a 
asty problem in foreign countries: pay. 
o far, the big four have got away with 
> paying expatriate Japanese staff in Lon- 
< don and New York much less than they 
_ pay their western employees. Japanese 
expatriates in London, for example, gen- 
erally earn anything from £20,000 to 
~ £100,000. ($32,000-$160,000) a year, 
~while’a local doing the same job may get 
> two or three times as much. While their 
| colleagues live it up in Chelsea, the Japa- 
| nese have to commute from Hendon or 
~GoldersGreen. 2 
If Japanese firms continue to cash in 


+ their best people will leave: working for a 
-foreign firm is no longer a shameful fate 
-for some Japanese. For the moment, the 
hought of working permanently abroad 
till strikes terror into most of them. So 
far, Nomura, the biggest of the four 
houses, has lost only a trickle of execu- 
es in London and New York to big- 
bonus Wall Street firms; but its defec- 
ions in Tokyo have been more 
aumerous.. ~Mr Yoshio “Terry” 
'erasawa, who runs Nomura’s interna- 
‘ional business, reckons that one-third 
of the top people at American and Brit- 
sh firms in Tokyo come from Nomura, 
though not yet from among the firm’s 
brightest and best people. Sooner or 
later, the stars will defect too. And they 
will do so abroad as well as at home. 
Nomura looks like being the first of 












cour staff are starting to wonder why 


-ates in New York and 60 in London, out 


Pade rH rerata 


the big four to acknowledge the lure of 
western lucre to expatriates. “Some of 


| they're working for peanuts,” says Mr- 
Terasawa. Nomura now has 65 expatri- 


_ of 3,000 executives worldwide (its total 
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staff exceeds 10,000). The younger, of- 
ten partly foreign-educated expatriate 


Japanese no longer think in terms of life- 


time employment, blind corporate loy- 


‘alty and stoicism. ` 


© So Mr Terasawa proposes to offer ex- 
patriates the choice of entering one of 
two classes. They could choose. to be 
treated like a westerner and give up their 


Japanese fringe benefits and job security- 
in return for high salaries and an individ- 
ual bonus. They would then have the 
right to stay overseas indefinitely, rather — 


than, as often at present, being brought 


home every two to four years: Such short 


stints make it difficult for Japanese staff 
to become specialists, in such techniques 
as swaps. This limits their market value 
to headhunters and prospects for other 
well-paid jobs with foreign firms. Alter- 
natively, an expatriate could choose to 
remain a company man on a Japanese 
pay scale, with the risk of being brought 
home early. | 

Nomura has not yet formally adopted 
Mr Terasawa’s scheme. Not all of his 
more domestic-leaning colleagues share 
his sense of urgency. They hope to emu- 
late the president, Mr Yoshihisa 


Tabuchi, who rose through the domestic 


retail sales force. Mr Terasawa spent 16 
years of his career with Nomura over- 
seas. Then, last year, he was. abruptly 
brought back from the New York office, 
along with his deputy. Nevertheless, he 
remains powerful. He reckons that No- 
mura has two years at most to change its 
foreign pay scales. | 
Come the twenty-first century, Mr 
Terasawa expects that Nomura will have 
three autonomous headquarters, in To- 
kyo, London and New York, each 
headed by a local. “Independence from 
Tokyo would allow decisions to be taken 
more quickly; each area would have to 
make money on its own; and local staff 
would be happier if they felt they could 


rise to the top.” That is easy to say, hard 


to achieve. 
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fixed-rate debt became suf 
tive to find takers. Banks whi 


_ Midland, it will be 












fixed-rate debt at perhaps 6% had to sell it 
off at a loss. oe 

‘Conversely, last July, an oversupply of 
Eurodollar equity warrant bond issues 
pushed swap rates up. Japanese compa- 


~ nies—such as Toyota, which launched an 


$800m issue—swapped their dollars into 
fixed-rate yen. Japanese banks agreed to pay 
Toyota dollar interest payments and receive 
yen. The banks wa y cover their risk by 
paying fixed-rate ye s 
return for floating 
shortage of countery 
tively, to lend fixe n, F 

So the banks. ffer a higher rate 
of interest than they were receiving from 
Toyota. But ne anese banks took 
losses: Mitsubishi ravely ran an open 
position for several weeks. Eventually ie 
swap interest rate fell and the bank got su 
of its swaps at a profit. Banks can make 
money from yen-yen swaps either by guess- 
ing the market right, or by taking a fee of ~ 
0.05-0.10% for supplying a swap to a corpo- 
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crats would d because the market © 
would erode the boundary separating city 
and long-term credit banks, and also speed 
the deregulation of interest rates. It was left 
to foreign banks to test the ministry's atti- 
tude. The ministry has not growled, so now 
all the Japanese city and trust banks are get- 





ting in on the act. Officials still say they are 


+ 


“watching closely”. 








HONGKONG 


EW international banks can match the 
A range of investments the Hongkong 
and Shanghai Banking Corporation has _ 
made over the last five years. Yet the bank is _ 
still acquisitive: it is buying out the minority - 
shareholders in its American subsidiary; 
Marine Midland, and is stepping up its 
search for a European bank or finance com- 
pany to add to its collection. With a total of 
$92 billion in assets, the Hongke ! 
ended 1986 as the 14th largest b 
world; five ‘years ago it ranked 
Once it completes its acquisi 

















ee Portes 


$28 


rh 


j ? RARE 


S 


donk 


È 


robr 


si 


asem 


CHES 


E 
= 
a 


n sold 


ed 


rporation: 
ncorpotat 


Ca 
i 


writes 


y 


es 


pages 


q 


















funds 26% 


Deposits 
of less than 
one year 8% 


investments 6% + 


Bills and CDs 4% 
Fixed assets 3% — 


Other accounts 7% 


_. In the past five years it has bought an 
ray of small financial firms around the En- 
ish-speaking world. It owns 76% of a pri- 
ary dealer in American Treasury bonds, 
‘arroll McEntee & McGinley; it is the 
iird largest foreign bank in Canada, since 
purchased the assets and liabilities of the 
Bank of British Columbia last year; it owns 
100% of James Capel, a big London stock- 
broker; and it is in partnership with Austra- 
lia’s most aggressive broker, Rene Rivkin. 
idd in the bank’s strength in Hongkong, 
where it owns 62% of the Hang Seng Bank 
and has 275 branches and roughly half the 
local Hongkong dollar deposit market, plus 
Wardley, its merchant banking group, and 
the bank becomes a strong contender in the 
league of superbanks. 

~The lingering colonial arrogance of the 
roup belies its efficiency. The use and size 
f the Hongkong Bank’s inner reserves— 
robably between HK$12 billion and 
{1K $20 billion ($1.5 billion-$2.6 billion)— 
re never disclosed, so profit figures do not 
ompletely reflect earnings. Last year’s prof- 
rs (less minority interests) were up 12.4% at 
1K$3.1 billion. Jardine Fleming, a mer- 
hant bank, reckons that dividend growth is 
sually a better guide to profitability. Divi- 
lends grew at a compound rate of 22% from 
971 to 1985. 
True to its Scottish heritage, the Hong- 
‘kong Bank is one of the most liquid banks in 
he world. Unusually, 25% of its assets are 
reld as cash or short term funds such as 
vernight deposits with other banks. As an 
nternational bank based in Hongkong, the 
-group has long had at least half of its assets 
nd operations outside the colony; but, un- 
‘the purchase in 1980 of a controlling 
take in Marine Midland, this meant pri- 
marily in the Asian Pacific region. The 
“group now has a “three-stool’’ policy of 
stablishing a strong presence in America 


1986 total:HKS685bn 












Cash and shortterm 































Sources of funds’ 
1986 total: HKS638bn 
Deposit accounts 46% 






Savings accounts 21% 







Current 
accounts 8% 

Government 
accounts 2% 
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deposits 14% 























































. Other accounts 9% 
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of Scotland in 1981—blocked by Britain's 
monopolies commission and the Bank of 
England, mainly on xenophobic grounds— 
was an attempt to set up the third. Under 
Mr William Purves, who took over from Sir 
Michael Sandberg as chairman early this 


year, the group’s policy of expansion will 


continue. 

The bank is about to appoint an execu- 
tive in charge of Europe, but describes its 
existing European branch operations as 
“peanuts.” Most of its present operations in 
Europe are money losers. It will want to buy 
something bigger in Europe, but what? 
There is talk that the Hongkong Bank 
might wish to buy Britain’s Midland Bank. 
Analysts say that Midland would be too dif- 
ficult a target and rekindle memories of the 
bank’s acrimonious bid for the Royal Bank 
of Scotland, however. A bid for the the 


clearers’ consortium bank. Yorkshire Bank, 


might stand a chance. A West German bank — 


is another possibility. 
There will be no problem about finding 


_ the money for a European acquisition. Over 
the past two years, the Hongkong Bank has. 


raised $1.6 billion in new capital, partly to 
meet tightened capital-ratio requirements in 
Hongkong, but also for purchases. Some of 
this has already been allotted. In July the 
group made a hostile bid for the 49% of Ma- 
rine Midland it did not own, at $70 a share. 
That values the bank at $1.3 billion, which 
is a premium of 49% over book value. Al- 
though the Hongkong bank has said that its 
bid is final, shareholders hope for a sweet- 


ener: the stock was trading on August 12th 


at $76. Analysts guess that the bank may 
throw in some warrants—as British Petro- 


leum did earlier this year when it bought out 
the minority shareholders in Standard 


Oil—that would be geared to Marine Mid- 


-Tand’s performance. 


Once Marine Midland’s purchase is 
completed, the bank will be well on the way 


_ to becoming a “‘super-regional” in America. _ 
~The Hongkong Bank plans to consolidate _ 


Marine’s capital-markets divisions into 
James Capel and Wardley. New York-based 


bs. < Marine Midland has already agreed to buy 
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1949 until the begi 


_ Committee which. counsels 










or at least $: Pi 
law will allow mergers with banks in 
neighbouring states. 

Critics claim that the Hongkong Bank’s 
bid for Marinë Midland is opportunistic. lt 
follows Marine Midland’s decision to in- 
crease its provisions by $400m on its $1.7 
billion in loans to developing countries, and 
therefore to take a post-tax loss of $295m in 
rer of 1987. Marine Mid- 
-a net loss of $100m- 
sult of the provisions, 
680m. Mr Purves 
„provisions may be 
nerican bank’s other — 






































he ba 


-aş part of a plan to flee a 
fall into Communist Chi- 
creased competition 
fue to the expansion 
ned Bank of China— 
sign of wanting to stay 
vaintaining only a 
on the mainland from 
: ning of the 1980s, the 
Hongkong bank once again leads: foreign 
banks in China, in terms of offices and vol 
ume of business. . 3 É 
Besides being the colony’s largest do- 
mestic bank; the bank also acts as Hong- 
kong’s central bank. This role will be in 
doubt-as 1997 nears. It is the central clear- 
ing house and one of two note-issuers for 
the Hongkong government as well as an oc- 
casional lender of last resort. The bank also 
has. useful seniorit he banks’ associa- 
tion which determines local interes 
and in the Hongkong Bank 


colony about: 
nese control, D 
in Hongkong— 
of the communist 
on after 1997. 
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a view to crossing pee with spel l 
He says it will mean a bite every time for. 


fishermen.” Today’s research is almost. as 


ambitious. It had humble beginnings in the | 
1950s when Dr Chris Polge, now a director. 


of a British company called Animal Biotech- 
nology Cambridge, and his colleagues dis- 
covered. how. to freeze bull semen. 
This extended the practice of artifical 
insemination (A1) for livestock. To- 
day, only a few prize bulls are needed : 
to service thousands of cows. Al gave — 
rise to an international trade in — 
genes: it is much easier to export se 
men than it is to ship animals. More _ 
than 100m doses of semen are sold 
for cattle breeding each year. 

In the 1960s, Dr Tim Rowson 
and his colleagues at the Institute of — 
Animal Physiology and Genetics Re- » 
search in Cambridge invented “em - 
` 9 transfer”, by which embryos at 

early stage of EAA are col- 
lected from one animal, kept in a 
< deep freeze and then transferred to. 
< foster mothers. Embryo transfer gave 
genetic engineers embryos to tinker. 
-with and they soon learned to intro- 
duce foreign genetic material into J 
em, a technique known as 
ransgenesis. It also gave animal 
: breeders the means to make prize fe- 
males more productive: one cow can 
“now vicariously produce up to 20-30 of- 
- spring a year. 
~ Embryo transfer is straightforward. If 
- COWS, ewes, or sows are given a cocktail of 
~ sex hormones a few days before they come 
_ on heat, each will produce many more eggs. 
“Once the eggs have been fertilised—either 
Alor in. the time-honoured way—the em- 
os are collected and transferred to a fos- 
mother. The uterus is flushed to harvest 
mibryos, which, if necessary, can be fro- 
stored, A device rather like a Sy- 




















































Thee clone look 


What do you get if you cross...? 


W Then scientists i eee kowi to move genes around, they learned how to 
ani ulate lifer t to use the laboratory to “im 

; hu L Al cing Te some impress 
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ringe ne delivers: the embryos it j 
uterus of t he foster anii ý 







fer > so ar proved too costi y to becom 
| widespread as exports of semen. A few 


-bryos are exported to developing countries 


to — boost ser nli of e 50.a5 to 














a against local diseases on to her 
surrogate offspring in milk. As the animal 
grows up it develops its own immunity. 
Embryo transfer is also used to help 

mass-produce exotic breeds such as 
Charollais beef, which makes a tastier steak, 
or Angora sheep, which make a softer 
sweater. Next week London Zoo will trans- 
fer the embryo of a wild Indian bison called 
a gaur; of which there is only one breeding 
female in Britain, into the womb of a Frie- 
sian cow in an anempt n to save E gaur from 











that the technique might be Ome: a8. 














extinction. Cincinnati 100 has bred bon 
gos—rare and furtive antelopes from cs 
tral Africa’s cloud forests—by tran sf t 
bongo embryos into eland antelone, | 
have even managed to freeze eye e 4 
on the way. Such measures may bec 
loved by conservationists who Want i 
endangered species: more prolific. 
the technique was developed ; 
mals, it has so far benefited on! y 
animals and, less frequently, cow 
tures such as gaur and bongos, 
Scientists are now tryi ing to find: 
cut the costs of embryo transfer, in the ho 
















































monplace as Al or even replace i 
researchers in Cambridge are tap 
pool of very immature eggs presenti 
ovaries of slaughtered animals, which are 
usually discarded by abattoirs, They have - 
discovered that a mix of laboratory cheme 
cals can bring the eggs extracted from the 
aturity so that they are réady for 
in-vitro fertilisation (IVF) in the laboratory, e 
There is still some way to go. So far 
only 20-30 eggs -per-ovary have been 
ght to maturity in the laboratory 
kad each ovary houses sev 
eral th usand Eggs IVF is expensive 
because it requires experts. a 
_ Another way to-cut the cet of 
mbryo: transfer is to mase-nreduc 
os, either by cloning: or by de 
an embryo i inte bits and temini : 
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icleus a been re removed o = 
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make animal copies. "Uni hat 
all the embryonic cells seem to be. 
copies of one another and have not yet 
come distinguishable parts of t 
Mammal cells that have become ¢ 
ated have proved so far to be unsuits 
embryo splitting or cloning. 
Dr Steen Willadsen of the | 
Animal Physiology and Genetic 
in Cambridge has devised a wa 
early embryos into four. Once - 
planted in a foster mother, anem 
ter quickly compensates for 











levelop. The embryos of sheep, horses, 
nd some rodents have been split in this 
vay. Cloning of a sort was first achieved for 
‘mammals in the early 1980s when Dr James 
McGrath and Dr Davor Solter at the Wistar 
‘Institute of Anatomy and Biology in Phila- 
‘delphia and other groups took the nuclei 
out of recently fertilised mouse eggs and 
‘transferred them into other fertilised eggs 
whose nuclei had been removed. In 1986, 
Dr Willadsen announced he had performed 
imilar experiments on sheep. 

- Animal breeders would like to be able 
o choose the sex of offspring. They need 
fewer bulls than cows. Sexing is already pos- 
ible by analysing the genetic content of one 
of the embryonic cells with molecular 
probes prior to transfer, but that is expen- 
scientists are searching for quicker and 
“ways to identify the sex of the sperm. 
Dr David Dresser of the Nationai Insti- 
te of Medical Research in London thinks 
has found one—a new way of telling what 
sex the offspring from a bull’s sperm will be 
before insemination takes place. A sperm 
carrying a Y-chromosome will make a male 
- embryo; a sperm carrying an x-chromosome 
a female one. Dr Dresser treats the sperm 
ith a fluorescent dye, which sticks to the 
sperm’s genetic material but does not dam- 



























































ccording to the intensity of fluoresence 
they give off. In theory the sperm should be 


Transgenesis 
Three ways to introduce foreign genes 
into embryos 





Pronuciel of sperm 
and egg 


: ge it. The sperm are divided into two pots. 


divided equally’ among the two pots, butso 
- far Dr Dresser has been able to obtain only 


an 80:20 split. He is trying to make his tech- 
nique more accurate. 

Another sexing procedure works on the 
assumption that female sperm may be 
denser than male ones. The sperm are 
dropped on the top of a column containing 
dense liquids and left to fall to the bottom. 
The early arrivals are then creamed off, but 
the process is inaccurate. 


Enter the geep 

New types of creatures can be manufactured 
by introducing genes from one species into 
the germ line of another, a procedure 
known as transgenesis. (The germ line con- 
sists of those cells whose genes are passed on 
from one generation to the next.) The for- 
eign genetic material (DNA) to be inserted is 
known as a cassette and is made up of two 
parts, the gene itself and a promoter. The 
gene is a coded recipe for making the pro- 
tein that in turn confers the trait to be intro- 
duced into the animal. The promoter regu- 
lates the “expression” of the gene and 
ensures that it is switched on at the right 


time and in the right place—it ensures, for 


example, that blood products are made in 


the blood and that brain proteins are made 


in the brain. | 
The most popular technique for intro- 
ducing DNA into fertilised eggs is by direct 


microinjection, which can be done either 


just after fertilisation has taken place but be- 
fore the nuclei of the sperm and egg have 
fused, or at later stages of development up 


to the blastocyst stage (see diagram). The 


technique was first developed in late 1980s 


-and achieved fame of a sort in December 
1982 when the front cover of a scientific 


journal, Nature, carried a picture of two 


mice, one of which was twice the size of the 
other. Dr Richard Palmiter and Dr Ralph 
: Brinster and their teams at the University of 


during this period of hectic activity. 


Another method of transgenesis is to 
put foreign DNA into a chimera, an animal 
made up of a mosaic of cells, some.of which 





-that carry the desired, 


-been inserted in 












carry one set of genes and some another. 
Mermaids and satyrs are examples of (i. > 
tious) chimeras, because parts of them are 
animal and other parts are human. One real 
example of a chimera is the “geep” pro- 
duced in Cambridge in 1983 which has 
goat-like horns and a partly sheep-like coat. 
Chimeras should not be confused with hy- 
brids, such as the mule (donkey plus horse) 
or the lesser-known zonkey (donkey plus ze- 
bra): all of a hybrid’s cells have the same 
pNA. Hybrids are usually sterile, but chime- 


-ras can reproduce. If two geeps mate and the 


sperm and eggs of the mating pair both have 
goat DNA, the result will be a goat. If the 


= sperm and eggs both have sheep DNA, the 
result will be a sheep. If they do not match, 


the result will be a hybrid, or nothing. 
Chimeras can be made by introducing a 
few endlessly dividing embryonic cells of 
one animal into the blastocyst of a related 
animal. To make a transgenic chimera, for- 


-éign DNA can’be introduced into the cul- 


tured embryonic cells either by viral infec 
tion or by selecting and nurturing mut: 
d genetic trait. > 
“mice, rabbits, pigs anc 





Hundreds of 








«sheep. Well over 500 different cassette: 
_ have been formed. Transgenic animals lool 
and behave just like their natural counter 


parts, except for the newly introduced trait 
Scientists have several reasons for perform 
‘ing transgenesis: — | 

@ Animal models. Transgenic creatures hel 
to give a clearer idea of how a simpl 
fertilised egg can turn into a foetus. The 


‘can also serve as models to investigate hu 





man diseases. Human oncogenes, which ar 
involved in causing cancer, have been trans 
ferred to mice. Embryogen, a biotechnolog 
company in Athens, Ohio, is trying to mak 
transgeni¢ mice that are susceptible to th 
AIDS virus to help study alps. So far, onl 
chimpanzees provide a proper test for th 
virus that causes AIDS, and there i 

tage of labor ips. Recently tw 


shortage of la ips. R 
groups of Britis sts at the univers 

















3 WASHINGTON, DC 


QUINCE last April, Americans have been 
AJ allowed to patent an animal if they 
|, change its genes. About 15 such patents 





1, director of the United States Pat- 
ent and Trademark Office’s biotechnol- 
ogy patent group, says that some of them 
-< could be approved by early next year. 
America thus joins Bulgaria, Hungary and 
Romania as the only nations permitting 
the patenting of animals. 

That does not make everybody happy. 
No sooner had the patent office ruled that 


E 


animal patents be allowed than defenders 


| of animal rights and a crowd of others 
= stepped i in to object and lobby Congress. 
They included the Humane Society of the 





| dation for Economic Trends, 
The House of Representatives took no 


action. But in the Senate an amendment 


sponsored by a Republican senator from 
Oregon, Mr Mark Hatfield, sought to ban 
such patents until October Ist, the start 
of the federal fiscal year. Although the 
amendment passed the Senate, it did not 
survive a conference with the House: 80, 
in June, it failed to become law. Senator 


-ties of Edinburgh and Cambridge, weil 
independently, made mice which do not 
. produce an enzyme known as HPRT, This 
‘may cast some light on the Lesch-Nyhan 
syndrome, a rare inherited disorder affect- 
_ ing boys. Boys with the syndrome do not 
_ produce HPRT and they suffer from mental 
retardation and sometimes indulge in the 
irre habit of self-mutilation. 
__ Seefing up livestock. In November 1986, 
e American Department of Agriculture’ $ 
experimental station at Beltsville, Mary- 
and, produced a line of pigs that carried the 
_ genes for human growth hormone. The aim 
` wasto make bigger pigs which eat the sime 
amount of feed as normal ones. The experti- 
nt was heralded as a scientific triumph 
en though the offspring were arthritic. 
abrex, wh ch was set up in 1985 in North 
olina with money from the D Department 
culture, is trying to make disease-re- 
sistant chickens by introducing vaccines 
into their eggs. The company is using vac- 
_ cine proteins to protect the chickens against 
a disease known as coccidiosis, which costs 





























experimenting with vaccine genes as well. 
Molecular farming. Animals can be used 
uubstitute factories. Dr John Clark and 
lleagues at the Physiology and Genet- 
search station of the British govern- 
ee: and Food Research | 


| Brer Rabbit, Mk VI (alir rights reserved) 


ave been sought, and Mr Charles Van 


. United States and biotechnology’s ubigq- 
uitous foe, Mr Jeremy Rifkin of the Foun- E 


purified and 


` mother it 


_ American farmers around $300m a year. It 


Hatfheld will try again for a moratorium 
when Congress reconvenes in September. 
Meanwhile, in the House of Represen- 
tatives, Mr Charles Rose and nine co- 
sponsors have introduced a bill that 
would impose a two-year ban on new ani- 

mal patents. 

The lobby against aviinaby patents in- 
cludes some unlikely bedfellows. The ani- 


mal-welfare activists-have been joined by 


13 farm organisations and the National 
Council of Churches. Support from some 
Catholic, Jewish and environmental 
groups is also growing. The members of 
this loose coalition have different con- 
cerns, The farm groups fear that. animal 


patenting will further concentrate. the 


livestock and poultry industries- in the 
hands ofa few big corporations. Religious 
leaders allege that biotechnologists are so 
bent on the pursuit of profit that they 
would treat animals as mere products. 
This offends their morals. 

The Humane Society-and its ania al 
lies endorse both views. They also think 
that genetic engineering could be cruel. 
Already, they say, pigs and dairy cattle 
given new genes have suffered from osteo- 
porosis ahd ‘other problems. In their 


meh eee 


Condi mer in Edinburgh have found 3 a 
way of intr . 





humans, known as factor nine, into ea $ 





mammary glands. The sheep then produce 


milk containing factor nine, which can be 
sold as a drug for 
haemophiliacs. The AFRC is now waiting to 
see if the second generation of female lambs 
produce factor nine in their milk | 
mothersdo,. A a 

One advantage. ob using: anime 
is that the proteins they produ 
close resemblance to those foun 
The manufacture in nimals of he 
teins, such as inte: eron or the l 











grown in in big fermentation p ar . 
has set up a new company called Pharma 
ceutical Proteins to exploit the idéa:. 

e Chimeric rescue for breeding endangered : 
species. Chimeras can be used to fool a 
harbouring within: her. womb 
the offspring of a different species. This i 
done by replacing the embryonic tissue of a 
st with cells from another species, 












_ but leaving the trophectoderm. cells alone. 


So the placenta is formed of cells that be- 
long to the same species as the mother, ora 
closely similar one. Nobody is sure yet 
whether. the srophectoderm and the rest of 


ducing genes that oan a 
chemical that causes blood-clotting i 








search for arguments with which to at | 
tract congressmen, the opponents of pate 
ents play to some implausible fears. T hey 
assert that patents will reduce genetic diè 
versity in the animal kingdom-——though it 
is not clear how, And they contend. that | 
genetic engineering is a threat to wildli 
lf cattle are genetically altered to be resis. 
tant to-tinderpest, they say, it will be p pos 
sible to graze them on the Serengeti Plains 
and thus threaten. the local wild fauna— 
which is like arguing that, because san 
tion leads to overpopulation, sariit: 
should be banned rather than overpo 
lation tackled. 

Opponents of the moratorium : 
that economic, ethical and humani 
should be no concern of the patei 
They worry that, if genetically alter 
mals cannot be patented, money 
search will. dry. up and so damag 
ca's prospects of selling farm pro 
abroad. They hope that the coa 
against them will crumble as its mar 
terests diverge: They may be rights { 
agricultural group from outside 
coalition-—-the American Farm 
Federation—-has already said jts 
part of a ban on animal patents, _ 











































meric rescue only works if t | 
from which the mabryonic tissue is 
i It is easier i 
here i is in of: 














There is no ate yet Ge the i 
because no other animal is. similar 
to foster it it. 
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mi HE lessons of history are uncom- 
fortable ones for the communist rul- 
| ers of Eastern Europe. Why are the 
countries communist? Partly because 
| it was the Red Army that purged 
them of the Third Reich. Did com- 
munism build on the political institu- 
. GE tions of the immediate past? Hardly. 
Nineteenth- and early twentieth-century 
` middle Europe had more in common with 
Western Europe, with which it had shared a 
thousand years of history, than it did with 
the eastern autocracy that proved so useful 
‘to Lenin and Stalin. Communism, indeed, 
looks like a foreign ideology even in the 
“country where the Communist party first 
‘came to power after winning a free elec- 
tion—Czechoslovakia. 
~~ In 1946-52, the communists set out to 
demolish what had survived of pre-commu- 
‘nist Czechoslovakia’s vigorous democratic 
traditions and institutions. How it was done 
is described in meticulous and chilling detail 
in ZPRAVA O ORGANIZOVANEM NASILI! (Re- 
“port on Organised Violence) by Karel 
‘Kaplan and Vilem Hejl. Mr Kaplan, a for- 
“mer party member and, during the Prague 


a has just appeared: THE SHORT 
RCH2, by Mr Kaplan alone.) E 
Once the Communist party had cap- 
ured full power in a coup in February 1948, 
‘set about reorganising the security appa- 
atus with the help of Soviet advisers. Mass 
ecruitment of secret policemen and inform- 
rs began. These were not needed only, or 
ven principally, to “unmask” enemies but 
‘to create them, as in one of the first purges 
arried out after February 1948, in the 
“zechoslovak army. On the pretext that a 
yutiny of pro-western officers was planned, 
large number of officers who had served in 
‘the war, and others too, were arrested and 


Stalin’s long shadow 


Is communism in Eastern Europe a foreign import? These four pages look at 
the way communism was imposed and at some of its consequences, includ- 
ing the system’s best known challenger and the place where artists are try- 
ing to pretend the system does not exist 


executed, Non-communist politicians, bank- 
ers and businessmen followed; so, finally, as 
a prelude to collectivisation, did farmers. 

To obtain a pretext for trials of priests, 
the secret police installed a mechanism be- 
hind the statue of the Virgin in a parish 
church. When the statue began to move dur- 
ing the priest’s sermon, the police swooped 
upon the church and arrested the priest and 
his parish workers for “deception”. One of 
the details provided by the authors is that 
6,174 monks and nuns were tried after the 
suppression of religious orders in 1950 and 
sentenced to a total of 32,016 years of 
imprisonment. By 1951, Czechoslovakia 
had 350 labour camps and some 100,000 
people behind bars. Finally came the turn of 
the party itself: 278 senior party officials 
were liquidated at the height of the Stalinist 
period. The party's general secretary, Rudolf 
Slansky, was executed along with ten “fel- 
low-conspirators” in 1952. The point ham: 
mered home by the authors is that there was 
no conspiracy: terror was being used as an 





Hungary 1956: why does Russia invade only its allies? ; 





instrument of policy—Soviet policy. 

- Fewer people were killed or imprisoned 
during Poland’s version of Stalinism. The 
men and women Stalin sent to rule Poland 
had a hard time manoeuvring between their 
tsar in Moscow and their anything but doc- 
ile subjects, who were backed by a tough, 
self-confident Catholic. Church. Teresa 
Toranska, a young Polish journalist, had the 
bright idea of interviewing Poland's surviv- 
ing Stalinist bosses, called by the Poles oni 
(they). The interviews, conducted in 1980- 
81, the Solidarity era, were published ille- « 
gally under martial law in 1981 and became a 
bestseller on the black market. Five out of 
the original seven have been publishe — 
English in Ont: STALIN’S POLISH PUPPET 

The star of the book is Jakub Berman, 
one of the three most powerful men in the 
country in 1945-55. He was in the Politburo 








as the chief of security. Mr Berman provides 


much new information about how the Com- 
munists builr up their power base by cheat- 
ing at elections (“of course, otherwise we 
would have lost”) and arresting and tortur- 
ing enemies (“those who did acted out of sin- 
cere convictions”). But always they had to 
keep a wary eye on Moscow and Stalin. Mr 
Berman relates how on a visit to Moscow he 
was obliged to dance with Molotov (Mr, not 
Mrs who was then in a labour camp) while 
Stalin watched them and changed records. 
At home too it was advisable, even for men 
of his rank, to say yes when Luna Brystigier, 
the secret police chief, wanted to take one of 

































Hungary welcomes its Russian friends 


them home to bed with her. And the Poles- 
were so difficult: “Poland is Pandora’s box. 
It’s easy to release evil spirits from it, but 
harder to get them back in.” 

Only one of the five people interviewed, 

, Stan Staszewski, regretted it all and said he 
now supports Solidarity and. the Catholic 
church. The others stick to the argument 

-that they did what they did out of conviction 
and that, in any case, Poland would have 
been worse off without their efforts to shield 
it from Stalin. Miss Toranska’s book is an 
important historical source and the most en- 
joyable account of what went on behind the 
scenes during Stalin’s era since Milovan 
Djilas’s “Conversations with Stalin”. 

Stalinism wore a particularly ugly mask 
Hungary, according to Paul Lendvai, a 

_ “former journalist in Budapest and now head _ 

> of Austria’s external broadcasting system. In 

Das EIGENWILLIGE UNGARN* (Obdurate 

Hungary), he relates how at the age of 23 he. 

-was interned in a camp for being a Trotsykist 

although he had never read a line of Trotsky 

in his life. But the camp showed him a fasci- 
nating cross-section of Hungarian life— 

. from a caretaker who had denounced people 

‘and had himself been denounced to the po- - 

lice, to.a farmer who failed to deliver enough 

grain to the state, and from the chief ideolo- - 
gist of the Arrow Cross fascist movement, — 

‘briefly in power in 1944-45, to the judge hos 

sentenced him and ended up by being sen- 
tenced himself. Between 1950 and the first 
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: quarter o of 1953, 650, 000 people were tried 
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and 387,000 sentenced and imprisoned. 
When the country exploded in 1956 
only to be suppressed by Russian tanks, Mr 
Janos Kadar took over as party leader. Mr 
Lendvai's analysis of the Kadar years is the 
best thing in the book. He throws light on 
hardline opposition to reforms which suc- 
cessfully used its links to Moscow hardliners. 
They had seemed victorious after 1972 but 


Mr Kadar, the consummate politician (“nei- 
ther tiger nor field mouse”) brought back 


the reformers in 1977-78. Now the country 
is wondering with some trepidation what 
happens when Mr Kadar, now 75, goes. 

Mr Lendvai’s verdict on Mr Kadar’s 
Hungary is judicious but tinged with pessi- 
mism. With one-third of Hungarian speak- 


` ers living outside Hungary, it is a country 
which has lost part of its identity. Despite 


the diversionary effects of reform, Hungary 
has never shaken off the sense of being a 
loser-nation, acquired through defeat in two 


world wars and others before. A non-Hun- 
- garian reader cannot help feeling a little less 


gloomy about the. fae of these talented 
people who have managed to preserve their 
identity while assimilating many non-Hun- 
garians: Mr Lendvai mentions how up to the 
beginning of this century 3m people (includ- 
ing 600,000 Germans and 700,000 Jews) be- 


came as into the pingana nation. 





A little light reading 


| 

i 

: EARLY 20 years ago, Professor 
- Alec Nove, a guru among ana- 
- lysts of communist economies, 

-wrote a readable and authori- 

- tative economic history of the 

| Soviet Union in one volume. 
| Producing an economic his- 

-tory of Eastern Europe cover- 

| ing roughly the same period is far more 

4 

| 

| 

| 









ambitious. | There are seven countries 
(eight, once East Germany enters the 
scene). Instead of one kind of economic 
system, there are two: capitalism and 
then communist central planning. To 
complicate matters more, a comparative 
_ study of this kind has to rely on statistics 
= which, if they exist at all, are often in- 
compatible. So it is not surprising that 
- another guru of communist economies, 
“Michael Kaser, with his co-editor E.A. 
Radice, need five thick volumes (only the 
first three of which have yet appeared) 
for THe Economic History oF EAST- 
ERN Europe 1919-1975*, 

-This is a self-consciously pioneering 
wal the political history of the region 
has been written many times, but neither 
East nor West had produced thorough 
cones history. The ground is accord- 
ingly pa from every possible angle. 











This thon beck’ is essential eaten fo 
derstanding modern Hungary. 
Yugoslavia broke with Russia in 19 
before Stalinism had engulfed Czecho 
vakia, Hungary and Poland, burt its ow 
brand of Stalinism sur vived and continue 
to block the country’s democratic evoluti 
Edvard Kocbek’s Dnevni 1951-19 
(Diary 1951-1952} is a moving docur 
which portrays the conflict “between < 
highly-principled (and highly-strung) inc 
vidual and the totalitarian party. 
Kocbek, who died in 1981, was aw 
who joined Tito’s partisans in 1941-4 
wing Catholic opposed to Nazism anc 
occupation of his native land. He be 
Tito’s first minister of education, but o 
the Communists had consol lidated pox 
independent spirit like Kocbek beg 
hindrance. When in 1951 he published 
collection of short stories in which the pr 
tagonists were portrayed as complex. : 
ters, not stereotypes, as approved by 
realism, he was publicly attacked, for 
to publish and became a non-pe 
more than two decades. He was sp 
friends were persecuted and his ow 
was made to suffer. He reflects. on the 
of totalitarianism, which is not conren 
rule the body but must also rule the soul. He 
also adds shrewd and detailed comments on 
contemporary totalitarianism in donon E — 































































































Contributors from both halves of Eoo 
rope analyse economic performance be- | 
fore and after the second world war, | 
chart the rapid change from mainly rural _ 
to mainly pe economies, from 
market to plan, from autarky to greater 
involvement in world trade. The result is | 
an impressive reference work. Unlike Mr 
Nove’s work on the Soviet Union, it isto |, 
be consulted in portions rather than: 
read from beginning to end, 
The decision to end the history in. 
1975—tħe year of the Helsinki accord» 
which confirmed Europe’s East-West die 
vision—seems to owe more to expedi 
ency than to logic. That year was of no 
particular significance to the economic 
history of Eastern Europe. Ít is true that 
no radical economic changes have oc | 
curred in the region since 1975. Bur as. 
Mr Kaser points out, the impetus for the 
biggest changes of direction in Eastern ' 
Europe has come from outsid 
Great Depression, the second dnie war, 
Russia's intervention. The next shift 
(and the subject one day for a sixth vot. 
ume?) may depend on what happens in 


Mr Gorbachev's Russia. 
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ieir chide to E ne +. 
< Today Kocbek is the inspiration for 
hose who espouse political and cultural plu- 
alism in Slovenia, Yugoslavia’s: most liberal 
epublic. Mr Dimitrij Rupel, a young sociol- 
gist who edited the diary, founded “Nova 
Revija”, Slovenia’s most important cultural 
agazine, as a vehicle for promoting the plu- 
alism once denied to Kocbek. 
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UN CHEMIN D'ESPOR. By Lech Walesa. 
ayard. 606 pages. FFr120 





JERE is something of a publishing 
| coup: the autobiography of the 
‘man who, on August 14 1980, 
| climbed. the wall of the Gdansk 
| shipyards and straight into history. 
_ The sit-in strike which then began 
| produced the wholly unexpected— 
SE BE the admission by a communist state 
hat workers require their own represen- 
tatives. and the setting-up of free trade 
unions. The saga of Solidarity lasted only 
500 days, but the man who symbolised its 
e and fall, the Nobel-prize winning prole, 
Mr Lech Walesa, has become a legend in his 
own lifetime. ~ 
< The book does not quite justify its sub- 


heard the earthy, quick-witted Mr Walesa at 
lose quarters will recognise that some of the 
more learned passages—for instance, that 
on the Yalta settlement—do not bear his 
al style, Unnamed Polish advisers and 
e French translators have had a hand in 
book and, perhaps for this reason, Mr 
lesa’s verve does not come through. 
“his: fat volume has been stitched to- 
r from various sources. It draws on the 
mn rof his secretaries and assistants, as 
‘on the memory of his wife, Danuta. 
Iso. uses t e texts of many eye-witnesses 
id tare documents such as the transcripts 
of the early talks between the strikers and 
the governmental delegation during that 
amatic August in Gdansk. 
Though not quite an autobiography, the 
book makes. fascinating reading and pro- 
vides a mine of. information. Mr Walesa 
presents himself a as a peasant turned worker. 
Born in 1943 into an impoverished rural 
ips he may owe some of his cunning and 
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title: an autobiography. Anyone who has- 


BUDAPEST 


Me AMIZDAT publ ishing in most 
| of Eastern European means 
B small underground presses 
. churning out illegal anti-gov- 
D ernment tracts. In the Hungar- 
| ian version, state publishers 
| and printers rent out their ser- 
i vices to authors privately. One 
part if the private-publishing business 
resembles “vanity presses’, where writ- 
ers pay to publish what no one else will. 
The other part has been taken up by 
popular authors dissatisfied with the es- 
tablished publishers. Antal Vegh, for in- 
stance, printed his second book on Hun- 
garian football privately after seeing his 
first traded on the black market at sev- 
eral times its original price. The second 
book sold nearly Im copies; five times 
the usual print run of an established 
publishing company. 

Private publishing is big business; a 


“A free market in books | 









rough estimate is that one book in ten is 
printed privately. Hawkers in the main 
underground stations in Budapest sell 
privately printed bo peny, A recent 
selection inc ud 












bestseller, 
Save the { Quee 
contest held : 
‘Private | pi 
ernment contre 








though this is 
The governme 
of paper to p 
out subversiv 






ithe evening. B Bur 
the main worry about populist private 
publishers: mes from high-minded lit- 
erary publishers, not government propa- | 





ganda chiefs. As with previous Hungar- 
ian reforms, the free market in books has 
proved less dangerous that first feared. | 
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the urban working class: he was one of the 
shipyards’ leaders during the bloody con- 
frontation of December 1970 and then one 
of the few workers to join dissident intellec- 
tuals in their demand for free trade unions. 
“When I am in'the middle of a crowd,” 


he writes, “I always know what people want. 


Simply I feel it by instinct.” That instinct en- 
abled him to steer a tricky course. On the 
one hand, he complained about “the 
wretched E of the legitimacy” of the 
regime being always thrown on the political 
agenda; he himself knew that the regime had 


RECT 


to be accepted as a geographic fact of life. 
On the other, he knew that, should he make 
too many concessions, he would lose all 
credibility among the members of Solidarity. 

His balancing act during the Gdansk 
strike and Solidarity’s legal period could be 
described as inspired by his advisers, emi- 
nent intellectuals who had offered their ser- 
vices to the workers. But when General 
Jaruzelski’s tanks established military rule in 
December 1981, Mr Walesa, interned on his 
own, did not lose his bearings. Released the 
following November and finding himself in 
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the awkward position of an al 












base, on the shopfloor in the shipyards, 
lesa, to the government’s sorrow, 
to symbolise for his countrymen 
ers alike Poland’s pioneering la- 
ement. 











cause he treats the Solidarity years as a 


thinks, cannot be sent back to sleep; sooner; 
rather than later, the government will be 


WARSAW 


is confident about the future, partly. . where Mr Gorbachev‘is being forced to em- 


becaus | __ bark on reform, the mood does not seem too 
sort of national reawakening. Poland, he 


f isc io n tO p aint | gre ł 








forced by economic necessity to introduce 
real changes. Since no reform is possible 
without the backing of organised labour— 
that is to say of the 10m people who at one 
stage saw their future linked with Solidar- 
ity—-the union’s time could come again. 

_ Looking at Poland now, where dissident 
May Day demonstrators are clubbed by the 
police, this assessment may seem optimistic. 
When one glances at its eastern neighbour 


unreal. “In any case,” concludes Mr Walesa, 
“for a monument to our memory one will 
have to wait a century or two.” 





i In Poland, what was once illegal is now merely unofficial 


te | UTSIDE central Warsaw stands a 


|- miles apart in style from its grey, 
| pre-fabricated concrete neigh- 





enced by the Americans, Lo 








| half-constructed building whose _ 
| ted brick facade, assymetrical -© m 
| shape, and classical columns are m 


wm bours. The architects were. influe 
Kahn and Robert Venturi, and by tradi- 


< tional Polish architecture. When finished, | - ai nt 


P.W. Matki Bozej Jasnogorskiej, will be Po- i | 


land’s first post-modernist church. 


The church is one of the clearest indica- 
tions that Poland’s unofficial arts scene iso 


becoming increasingly open and eclectic. In 
lune 1982, the government broke up the 
idarity-riddled Artists’ Union and began 
Osing stringent censorship. This failed: 
exhibitions openly critical of the govern- 
- ment became frequent and well attended. 
Now defiance seems less necessary. The gov- 
ernment, having reasserted political con- 
trol, is allowing artists more creative free- 
_ dom. Czeslaw Bielecki, an architect who 
. spent a year in jail for publishing under- 
: ground pamphlets, puts it neatly: 
The government stopped me from practising 
architecture in the seventies, so | turned to 
< politics. In prison, they refused to give me 
_ -atehitectural materials and paper, so | wrote 
about politics. Now perhaps they think it’s bet- 
: “terto let me occupy myself with architecture. 
< The government’s effort to create a quiet 
and creative artistic community has had 
“some success. The small architectural firm 















z, the architect of Matki Bozej, is free to 
stle with ideas which the government 
‘like, such as the recovery of a Pol- 
posed to a Socialist) architectural - 








un by Mr Bielecki and Tomasz Turczyno- 
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There are a few licensed commercial galler- 
. iesrūn by individuals, but these are usually 
` craft shops for tourists. Only one private 
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exclusively with paintings and graphic a 
In the visual arts, too, the church h 
by sponsoring exhibitions and even ó 
sionally buying works. In Warsaw, che A 
diocese Museum has hired a curator for: 
temporary art, and the Zytnia chuj 
being rebuilt to include permanent ¢ 
bition space. Zytnia also staged an e 
bition of the works of over 400 painters 
sculptors entitled “The Presence 
presence of opposition. | 
But in the long run, the church e 
continue as the only private suppo 
culture in a country as large and d 
Poland. Pawel Sosnowski, who owt 
vate gallery, even questions “whe 
philosophically any different to be 
[state]-or ‘dark’ [church!”. The chur 
Poland in the 1980s is no more or le 
coming of secular images than the C 
Church has been over centuries; 
cal architecture cannot reflect t 
of ideas in contemporary äri 
Moreover, the absence of a prope: 
art market means that there is a ri 
decent critics, journals and educ 
to keep artists on their toes. Are 
almost impossible to make a living 
alone, and become isolated from ex 
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tists rejoice 











and from the West. Most depend on per: 
sonal contacts to sell their work. 

As a result, the Polish Minisery of 
ture’s professed toleration is usual 
with cynicism. “Things are more o 
now’, says Sosnowski, “but there's nogi 
antee that they won't change again. 
tural pluralism, which would requir 
more flexible economy and more g 
nity for open intellecrual ç 
clearly nor the Polish governme 
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The University of Auckland, New Zealand 
Chair in Accounting 
Associate-Professorship in Accounting. 


Lectureship/Senior Lectureship in Accounting 
(Department of Accountancy—Schoo! of aes) 






DIRECTOR — BURUNDI 
_ ActionAid is a rural development agency with programmes in 
Africa and Asia. We have been working in Burundi for ten years 

and are currently re-negotiating major programme changes there. 

|. The new integrated rural development programme will probably 

_ have elements of agriculture and forestry, education, water and 

health—with a probable annual budget in excess of one million 
pounds. _ 4 : 

The successful candidate will-be 35-55, with at least five years’ 

field and management experience of rural micro-development in 

Africa. Fiuency in French and English, ability to negotiate at 

Ministerial level, proven management, motivational and diplomat- 

| ie skills and an understanding of development processes are alll 

| -essential. The need to fill the position is urgent and preference will 
| ‘be given to candidates who can join quickly. 

-o A competitive, tax free salary with free housing, transport and cost 
|. of living allowance will be negotiated. The post is initially for three 
| years with the possibility of renewal. Please apply in writing (by 

24th August if possible) to Chris Stocks, ActionAid, Hamlyn House, 


| Archway, London N19 5PG, enclosing a full curriculum vitae. 
























degree iri 
or wih approoriate 







Associate-Professor a result of a retirement the University is 
i to contribute vigorously in the 












NZ$85,000 per annum; Associate Professor NZ$58,000-NZS6: 
er/Senior L 2$32,000-NZ$51 JUG peranane = o, 
Conditions of Appointment and Method of Application are Available from the Secreta., 

General, Association of Commonwealth Universities {Appts}, 36 Gordon Square, 

London WTH OPE, or from the Assistant Registrar iAcademic Appointments), 
| University of Auckland, Private Bag, Auckland, New Zealand. Applications, in accor- 
| dance with the Method of Application, should be forwarded as soon as possible, but not 
| later thah 9 October 1987. Please clearly identify the vacaney applied for. tates 

























T} | Ministry of Agriculture, 
| Fisheries and Food 

| | OPEN CONTRACTING FUND 

Py 1988/89 ae 

|| The Ministry of Agriculture, Fisheries 

$| and Food intends to commission. re- 

-4 f search: projects -on socio-economics 
4 andat the agro-industrial interface. 

| Proposals are invited. for short-term 
R&D projects (one to three years) in the 

following areas: 

| Socio-economic aspects of land use 

| | and the rural economy. Topics of par- 
| ticular interest include the socio-eco- 

nomic impact of Environmentally Sen- 

sitive Area (ESA) designation in 



























Goddard Kay Rogers & Associates have vited fron 
been retained to assist in the appointment and engineers with wide experience of the 
of a Chief Executive for C.E.S.T. This is a management of science and technology, who 


Applications are invited from scientists 


will probably be well-known to industrial 
management. Suitable candidates will have 
had academic and industrial experience, and 
ideally will be reporting at board level on 
strategic options and investment choices 
and managing the technical resources of a _ 
company. Experience of government relations 
and of international markets is important. 
Age above 40. | 

A five year appointment is envisaged or 
possibly a secondment for a lesser period. 
A substantial remuneration package by 
industrial standards is available. 

Write in the first instance to the 
Advertisers, Austin Knight Advertising, 
17 St Helen's Place, London EC3A 6AS 
quoting reference B382/BR5/87. 









| England and Wales and the 
socid-economic aspects of the Farm 
Woodland Scheme, as recently se 
on major industrial 














| | Application. forms are available from 





elen Ainsworth, Ministry of Agricul- 





Tit re, Fisheries and Food, Room 183, 
F | Great Westminster House, Horseferry : 
Road, London SW1P 2AE (Tel: 01-216 





6461). 


| | Closing date: 31 October 1987. 





in -countey. 


387. and danuary 1968: Stror 


Knig ! 3 —- oi Broad sector experien 











_ in touch with the needs of the market and 
commercial opportunities. 















Mersey Regional Health Au S 


The post is tenable for three years an 
is funded by the eo oo on 
Health Authority. 


: The. initial salary is. wihi the range 
atone £8, .735-£12,035 per annum, | 
candidates with a graduate | 

jon in Economics and prefera- Applications, together with the names — 
~ bly with some experience in the field of Of three referees, should be received 
health economics. not later than 25 Sename, 1987, by 
: The ‘duties of the post will include the: Aa ot teo U 
“teaching undergraduates and post- turthor 


: part : 
_ graduates and applied research in col- i 
laboration with Community Physicians Quote ref RV 592. 


and District General Managers in the An n equal opportunity employer. 












































s may ot ‘obtained. 


ë bein’ as a commercial service a wide variety co OTT 


modelling and consultancy work covering the UK ar egions and | |] _ Applications are invited to fil 
Europe. and the world. Our: forecasts are used by a range of private and J {| responsibility for Mirror Gro 











- public sector clients. — Experience’ in fleet management will be an a 
We purenti have requirements for both newy quai and sperenced yplicant will be required to work in clo 
sta | 





te T. Newsfiow—the Company responsible for distrit ii i 
Ome | This position offers ime: prosp i 






if you enjoy working in an active and varied enyi 
contribute to our forecasts and our developmen 

models; and could provide computing skills a 
write to us with your career details tor more in 


Cambridge Econometrics, 21 St Ar 
CB23AX. Attn David jia lasd = 


























low in n he Inte o of a q 
nance and ee at pe: Bu ness. School, Met li titute is f 
. irope’s leading research centre in finance and. 
) oaesearch environment as well as first € 
~~ fellows in the Institute have opportunit i 
PhD and execuene courses, 








| ith an intexest: in any y aspect |p. eco 
of financial economics ineliding < corporate nance, porti io me | 

- financial intermediation and financial- io 
economists. with an interest in finance an 










will be in the range of $15,069 to £17,403 (inchiding LA) and £10,512 whi is à egarded as A trainin grad Je for 1 promotion t to 


x | candidate may be- 

ns; which are renewable, normally run.for three years inthe. | fo- recruited at the Economist grade (£9,830-£4 3.089). 

f tance. Applications, with three copies of a curriculum vitae and the ff | | ie 

< names of three referees, should be sent. before September 15th 1987 to: 
Professor S. M. Schaefer is i 

‘Director, Institute of Finance and AR 

London Business School 































‘F MEAT AND DEE COMMISSION 


PO Box 44. Queensway House o MK2 ZEF 
-Telephone Milton Keynes {0908} 74941 Telex 82227 





























q University of Warwick 
y | School of industrial and 
| Business Studies 


LECTURESHIP IN 
ACCOUNTING & FINANCE 






















































in the developing countries invites applications for the following vacancies: 


An York, U.S.A., Ref. VN 
r tual suppor and organizational coordination for documentation, explora- 


“To provide intell 





A grammes are being developed. 


language. f 
2. Regional Planning Officer, based in New Delhi, India, Ref. VN-87-087. 
3. Regional Pra 





VN-87-043. | 
The principal function of the above three posts is to provide support. to UNIC EF's ; 
Management in analysis, Pestana monitoring and evaluation of development progr: 
in the South Central Asia Region in the case of the New Delhi post; in West and Central 
in the case of Abidjan: an 

Qualifications: Advar 


















ced degree in Social Sciences preferably in Development lanning, 


for the Bogota post, Spanish is necessary. 


-Botswana Government, Ref. VN-87-076. 


: E assisting Eastern and Southern African countries, Ref. VN-87-120. 


oe _analysis of the problem of children and for monitoring evaluation of U NICEF-assisted projects 
-and of national development plans as requested by the respective governments. 
< Qualifications: Advanced degree in Social Sciences, e.g. Social Statistics, Economics, Plan- 


_ bein. the developing countries preferably Africa. Ability to work in English and French. 


8 Management Adviser (EPUPHC), based in Conakry, Guinea, Ref: VN-87-142 

-> To help the government of Guinea set up. re for aes aval planning, management 
a and evaluation to ensure longer term sustainability of EPI/PHC programme activities. 
Qualifications: Advanced degree in Public Administration, and Management with solid 


ty to work in lish and French. 


These are challenging positions offering competitive remuneration and benefits. 


reference number, to: 







Mr. Michael K. Corbett 
Chief Recruitment & Staff Development 
UNICEF 


866 United National Plaza, New York, N.Y. 10017, U.S.A. 





The United Nations Children’ s Fund with headquarters in New York and offices mainly : 


1. Senior Planning C Officer (Economic Adjustment & Planning issues) based in New 


— tionand analysis of changes in the global “planning environment” within which UNICEF pro- . 


<.. Qualifications: Advanced degree in Economics, Development Economics or Development i | 
Planning. At least 10 years relevant experience and ability to work in ae and. one other oes N; | 


gramme Planning Officer, based in Abidjan, Ivory Coast, Ref. VN-87-075. 
4. Senior Regional Adviser (Planning & Evaluation), based in Bogota, Colombia, Ret. 4 


= fe tof industria 
dy Business Studies _ 
| RESEARCH FELLOW 


i: ! | ‘Managerial labour markets in the small 
i firms sector 


Bae Applications. are invited for the post of 
| | research fellow to work on an ESRC- 
$ Eg fund de > 
FF ject. The research will involve inter- 
4 į viewing a number of small firms with 
F [the aim. of understanding how some 
|| have overcome the ‘management hur- 
{| die’ while others have not. 


|. Applicants should. hold..a good first 
-degree and have an interest in man- 


in the Americas and Caribbean Region in the case of the Bogota post. _ 
‘Economics, or Public Administration. Specialized training in development planning in developing i 
countries. Knowledge of development issues concerning women and children. At least 10 years 


relevant experience in. planning and management of social development programmes. Abili- 
ty to work in English and French or Spanish. For the Abidjan post, Frenchis ac and | 


5. Adviser (Planning/Monitoring/Evaluation), based Lusaka, Zambia but also assisting 


6. Project Officer (Planning and Evaluation), based in Lagos, Nigeria, Ref. VN-87:100. * . 
7. Regional Adviser (Monitoring and Evaluation), based in Dar-es-Salaam, Tanzania but. 









i The principal: function of the above three posts is to advise governments and UNICEF i itt the _ 
=. respective areas on development of national socio-economic data collection systems for the . 


: ning, etc., with relevant specialized training and about 10 years experience some of which should 


< background in fiscal and budgetary procedures. Eight years professional experiance (atleast 
-00 § in Africa) preferably in rural credit or banking schemes, EUEN programmes, or manage- | 
ment training olsn and F andi eneral awareness of African rural development issues. Abili- 


_ Qualified women are encouraged to apply. Please send applications, quoting appropriate z 


A vacancy exists for a lecturer in Ac- 


and “post 


qy Seared: 

4 Applications: are welcome from atiy 
| | qualitied candidates from any part of 
fd thefield. o. 

: in The appoint 

Pep fully range of the Lectureship scale 
P| (£8.735-£18, 210 pa). 

ii Application. forms and further d: 

| | may be obtained from the Pesce 
‘$ | University of Warwick, Coventry CV4 
-| | 7AL (0203 523627), quoting Ref No 1/ 
pp vee. Cian date for applications is 


ointment will be made on the 











d industrial uhh pro- 


agement learning and the problems 


1 | related to small firm performance. The 
tL applicant should be able to communi 
F | cate with small firm owners 

‘| [f managers, 






The appoir ‘ibe fora areia of 
16 mont “Salary will be on the 


fd Research 1A grade pe to point 4} 
ek: (£9, 305-211 ,015) pa, 


At -Application forms and further particu- 
i- [dars from the Registrar, University of 

4 | Warwick, Coventry CV4 7AL (0203 
_ 4 523627) quoting Ref No 1/2A/87/K. 


Closing date 4 September 1987. Infor- 
| mal details of the post may be obtained 
| from Dr Kevin Keasey (0203 523523), 
4 ext 2119). 





“AMNESTY INTERNATIONAL 
NEEDS A 

"MEDIA MANAGER _—__ 

FOR ITS PUBLICITY CAMPAIGN | 


eed a ‘Head for our newly created Media Unit—someane. with tensive 
rience in managing international public relations. This middie management 
is responsible for developing our work with international mass media, aA 
editorial. program and our audio-visual production. Suitable candidates will 
probably have a background in public relations or news management at a fairly 
$ senior level. He/she will lead a team of professionals working under considerable 
‘| pressure. Candidates must be able to give a lot of time, energy and thought to 
| planning and co-ordinating media initiatives involving. staff and a network of 
- volunteers worldwide. Planning ae good judgement of international affairs and 
multicultural sensitivity essential. Fluent written and spoken English needed plus a 
command of one of Arabic, French or Spanish. 


«| Starting salary (non-negotiable) £14,105 pa with annual increments and index: 
~~ dinking rising to £17,025 pa. 


: ene D DATE FOR RECEIPT OF COMPLETED APPLICATION FORMS 190 OCTOBER 









: VTERVIEWS SCHEDULED FOR EARLY NOVEMBER 1987 


For further details and an application form, please contact: 
Personnel Office, Amnesty 
international, international 
Secretariat, 1 Easton 
Street, London WE1X 8DJ, 
United Kingdom. Telephone 
(01) 837 3805 (24 hour 
answerphone). 








eecccccccccccccovccoees 





The British Council has an increasing need 
for consultants for education and training: | 
projects undertaken for overseas governments 
and international agencies particularly in the | 
following specialisms: 


‚00000000000000 


- Education Planning/Finance/Economics - 

- Manpower Planning/Training Needs 
Assessment 

~ Procurement of Education/ Training 
Equipment 

~ Technical, Vocational and Industrial 

| Training 

- Learning Resources Development 

- Entrepreneurial Skills Development | 


Experienced persons interested in short or long 
_. term assignments overseas should send CVs 
-with an indication of the minimum and. 
“maximum periods for which they would be __ 
available to: Ben Coffey, Projects Department, — 
The British Council, 10 Spring Gardens, London 
SW1 2BN. 





fecce eooem 
oo SOE } ox ZO Ye 


0088800 


Rett: British 
858238 Council 
0000000000000000000 








May appeal to candidates completing Resea: 


iG ihe Business Studies, HND ana, ets 


Ab prot ion Torms and tu shi 
|ie Nonb Staffordshire Polytechnic, Coll 
do (0782) 744531, ext 211. 


| The intensive way and in real 


|. seas Student charge. 


Eeeecenccccccccccencnncececennnennnnnnat 













~ NORTH STAFFORDSHIRE POLYTECHNIC. 
DEPARTMENT OF ECONOMICS 

TEMPORARY LECTURESHIP 

Salary: Lecturer ii £8,595-£13,656 


The Department of Economics hds a one year rae a avallatle. 
- academic yar starting September 1987 eith TUS a or hal dane be 

















-The Department is responsible for ec 
contributes to a number of degree a 
















Closing date for completed applications i Be ia 
North Staffordshire : Ploytechnic js an E 


















| immersion. This: means ie 








rote essionals and 

academics koir Aia ane KONE Grad u at të Dinloma, 

: and PhD level study available. | 
Total cost, including tuition fees and accommod 

| proximately US$15,000 per annum. Aj admi 
these courses do not form part of the. Australian overseas sti 

dent quota and are exempt from paying the Aus alian! 


















Enquiries to: The Program Development © Officer, 
i National Centre for Development Studies, 
_ Australian National University, - 
: GPO Box 4, Canberra, AETA 2601 Australia 

















HOME stupy COURSE in econom- 









exams? i cs. A 10-lesson study that will throw 
“FF light on today’s baffling problems. Tu- 
We Je CAN help 4 F ition tree—small charge tor materials. 





Write Henry George Institute, 5 E 44th 


raduate Tutoriais, GTAC Associates, i 
BR. | | St New York, NY 10017, USA. 


FREEPOST, London W5 4 
m kåt -993 3983- 









‘College í Credit for Work Experience . 
O Business | ‘Engineering -œ Education 
E ear Study. One-on-one faculty advisors. 


classes * seminars * residency. Call 
“tor no-cost Evaluation « Catalog 







LOR'S. MASTER'S or. x DOCTORATE Degree by 
Col ge saaat cris are 









ates are f P ar oreraa n business od 
“will assist you in completing your degree requirements 
a eS a and tine. 


ji 
H 
Ni 


h - be Bia, Los Pan California a 137—USA 


bana aione ren) Sa ee en Se ea pase 











Finance Programme 
Part-time ‘Autumn 1987 7 


For financial managers, genaai managers and 
senior staff. Comprehensive coverage of up-to- 

- date material by some, of the most experienced 
business, school lecturers in the UK. 


| Evening sessions 
Resident ekends « at Tëmpleton College, 
























£ ‘Accountin : sid Financial Analysis 
jay € evenings and One weekend 


| Corporate | Finance £1,440 
Eight. Wednesday evenings and Two weekends 


Whole. programme: 5 Oct-28 Nov 1987 £1,995 
reg iniciudes aterials, dinners and. residential 
houi be added to Ane above costs. 


£960 
















_ a bite me 
Pre dack Bro ies, Fell ow ‘in Panie 


gly to Elaine Pullin, 
Telex 83147 attn TEMCOL 


Oxford OXI SNY 


pe a bachelor, master, doctoral degree. Guided e a 


(a 3): 278-1094 | i 








MUNICIPALITY OF GREATER ANKARA 


GENERAL DIRECTORATE OF 
ELECTRICITY, GAS AND BUS (EGO) 


INVITATION TO COMPANIES TO SUBMIT 
~ PROPOSALS FOR CONSTRUCTION. AND 
OPERATION OF ANKARA \ METRO 


1. General Directorate of EG 
carry out first phase of Rail Transit Pe, 
(Ankara Metro) with an approx hate length 
of 15km between Kizi ay-Batikent to be 
realized in accordance with modified Build- 
Operate and Transfer Model, so interested 
companies are. requested | to submit their 
proposals and price list accordingly. 


2. interested companies may obtain the 
technical documents in. re um. of their cost 
from the following addre Sst Bee | 


EGO Genel Müdürlüğü ve Sg . 
Ikmal Inşaat ve Tesis Dairesi Baskanligh 
Ticaret Müdürlüğü 
Toros Sokak No: 12 

Sihhiye-ANKARA 
Telephone: 229 23 51/Ext 4220 or r555 
Telex: 42501 EGO TR 


3. The technical ocne will be ab 
aA 5,000,000.-TL. (Five million Turkis Lira’s) 
or foreign currency equi ivalent, after August 
10, 1987. Payments must be made to the 
cashier of EGO or T.C. Ziraat Bankasi, Mal- 











a tepe Branch-Office, Account No: 304-27- 


450. The companies are expected to intro- 
duce themselves in a written man while co 
handling the related documer j 


4. interested ‘companies are cquested to 
submit their offers and the other comple- 
mentary documents to the Record Office of 
the General Directorate of EGO latest No- 
vember 2, 1987, 14.00 hours. Delays in mail 








shall not be accepted as an excuse. 


5 interested companies shall desposit a bid 
bond amounting to 1, 000,000,000.-TL. 
(one billion Turkish Liras) and enclose relat- 
ed bid bond documents to their One. 


6. Genere 
ae fr to 






li igation and fi j ee to work withany company. | 
„B -33827 

















Readers are recommended to take 
the appropriate professional advice 
efore entering into any OE l 
mmitment. | 







OVERSEAS POSITIONS - 


Hundreds png paying positions available | 
at Tax Se incomes. any. 














Wi: 1 BEDROOM FULLY FUR- 
NISHED FLAT., Long lease commenc- 
ing October 1987. £460 pm excluding. 
Tel G 969 7964. 










WORLDWIDE GUIDE to Offshore Cos. 
fells where and why. (£16) West 2 

Holdings, 107 Westbourne Park Road, 
-London W2. _ 






LOWEST PRICES 















F WORLDWIDE EMPLOYMENT, News- 
“fetter listing openings $5. Directory of 
Hiring Agencies $7. MICORC, Box 955, 
jaa BC. Canada VOS 1E0. 





Know more about share 
stock exchange write: 























RECRUITMENT. 01-987 0454, 
ilum vitae to EXODUS, 128 Bal- 
t fron Tower, St Leonard’ s Road, Lon- 
don E14 Q0QT, UK. 
nnana nananana need nee 
OCCUPATIONAL POWER! Use it for 
world peace. The Global Party, Box 
7623, Myrtle Beach, SC 29577 USA. 
moinen anaana nme A 
STAYING IN LONDON? Take a luxury 
service apartment in St James's from 
only £65 (plus VAT) per night, for two. 
Every comfort. Exceptional value, Ry- 
der Street Chambers, 3 Ryder Street, 
Duke Street, St James's, London SW1. 
Tel: 01-930 2241. 


THE UK AS A 
TAX HAVEN 


Yes, that's especially for foreigners. 
Confidential business and H advice haga 








The key company for: 
— Back to back operations. 
_ Trusteeship. for commercial & 
financial operations. l 
— Assets Management. : 
— Offshore companies formation: 
| domiciliation and administration, - j 
Please contact us in full confidente « of 
our discretion; 
















J Geneva itzeriand. aie hte ) 
Telex: 421808 DEB CH. Fax: 46.1. 





























$1 Million Has Gren To Over 

18 Million With income & Profits 
Rei nvested 1973-1986 — 

after all fees and brokerage. 


Advice on American Grow th Stocks. 































comers to the UK. For more information : 
our Guide ton Newcomers to the UK contact | Write or Call | onc 
Subhash Tha Partner, f COMPACT VILLA on: ake Come. Two fy 


Edwin Hargitt & Co. $. A. 
Ave. de Savoie 10, Suite VA 
CH-1003 Lausanne. Switzer nd 


Tel: +4124 200971, Thx: 24681. a 


sane ee z. Chartered oun 
ee 
Iphone tr j 


pnd 














į bed, large terrace, mature garden. Ali | | 
‘pertectly maintained. SFr290,000. Tel. 
| Italy 31-29 05 79. 






















een correspenden 
adres in nederland 3 


indient wenst komp 


LIMITED 
COMPANIES 









| Right on the aa d European mountain if 










micilie {bij de burgeli CTIE golf course- l 

UK and Internationa? ingeschreven) alle post dt | f | We sell superb apartments, two to six i 

, Isle of Man. Turks. Gibraltar, 4 doorgestuurd Wear u. aA Ge ES rooms from: SFR285,000 $ 
-Channel Islands, Liberia, etc. N 7 





wilt voor hfl.100 per maand. Gok 
kan er een telefoon met: ari 
worden opgenomen en wij laten - 
u weten dat er voor u gebeld is. 
| discretie wordt gegarandeerd. | 
Laat ons uw wensen weten en | 
wij nemen zsm contact metu op. 
ook telex, telefax en nog veel 
meer kan er voor u geregeld wor- 
den. prodeo postbus. 3095. 4700- 
na roosendaal holland. ` 


International Corporate Services Ltd. 
» Springfield Court. New Castletown 
~ Road, Douglas. Isle of Man. 


“Telephone (0624) 26000 
-Telex 628554 Select 6 Fax 0624 20986 


































Charming. Swiss chalet 
SFR495,000 


| Excellent opportunities. for. foreigners. | 
60% mortgage available at. 62% int. 


Agence Romande immobiliere SA 
Gal. Benj.Constant | F. 
CH — 1003 LAUSANNE ~ Switzerland | 1 
Ta, 21/20 70 11 ~ Tx. cs ma 4 






London Representative: 

Select Corporate Services (UK) Ltd. 

` Stanbrook House, 2-5 Old Bond Street. 
- London WIX 3TB. 


-Telephone 01-493 4244 
Cy Telex 28247 SCSLDN G Fax 01-491 0605 
















EXCELLENT INVESTMENT (+ ny a 


Unanimous British broker firms now recommend: Buy Swedish stocks! 
Long-term investors gain from excellent market growth (1980's): 















Stockholm (Affarsvariden) + 779% 
London (Financial Times) 7 + 342% 
Tokyo (TSE) +338 % 
New York (Bow Jones) + 208% 
„Frankfurt (Commerzbank) | +178% 






: Cor iactus today for free brochure of tax-exempt investments: 


KELTRING AB, Bondegatan 3A 4, $-11623 Stockholm, SWEDEN. Telephone: (48) | | 
87149900. Telex: (054) 15464 kelt S. Client-minded Advisors rae Bee Rea! 





















Fast and Asia. 































































| Lcomputer System Trading Company Ltd. 5-9 fiai Wall London ECIN atx 


‘ nen T! 0-405 84914 8 B Telex: 22553 CSTC 8 Fox: 01-405 74 omms | | Place. 





Hai 


| lish breakfast. 
| | Single: 
| | Double or twin: 





Basically there are two types of investors . . . risk takers and 

| risk avoiders.. 

| -The comfort of bank interest on savings s or the quiet safety of 

| the ‘bluechip’ stock will satisfy the n avoiders. HOWEVER 
-some individuals know that to maximise profit you must make 


_ EXISTING CAPITAL WORK HARDER. 


veyron International Consultants. Ltd, works harder for you 
y realising profits as high as. 63% on YOUR investment. We 
pend the time researching that growing unknown company 
‘starting potential. for your investment capital. If you wish 
make your investments grow through our expertise: Write, 
one or telex for further details TODAY and receive your free 
copy of our. influential rket reports. 


_ ENQUIRIES S SHOULD BE SENT TO 


Aveyron: international Consultants Ltd, Kildress House, 
= Pembroke Row, Dublin 2: daa of ireland 


Phone: 353 1 604666 
Telex: 31573 AIC El 


“Name: 
































NIC ITALY! 






Fax: 760245- 














SUPERSO 





Address: ee 


-Post Code 


















___Country 













Phone (Bus): 






Obtain in both “us itenigraio and ae z 
financial returns via investments, estab- 
lishing American branch companies, ete. 
ALL MATTERS HANDLED BY LICENSED 

US ATTORNEY/PHD ECONOMIST. Sched — 
vied upcoming visit to Europe, Middle | Į For 


Contact: Edward: Gallagher, Attorney-at- {| | + 
Law, PO Box 70302, Washington, DC, | p7 
| 20088, USA. Tel: (301) s51-4 -9616. Telex td 


00 in anc | | No 24082 Hane. | 
a audited track $ —— | as 1 % RETURN | 
go. Minimum investment THE T 2 2rd mortgoges : 
equivalent a 7 PONT STREET § TC ~i (BRIDG 
ian on ve te ne at | KNIGHTSBRIDGE ie v.25 tenn Z 
A A! | LONDON SWIX 0BD | ) 
STC D || mst || ar 
i =f til ondon sm r Tra 
Po COD nent DIEET _, 1 | | -gious residential area. Ony a | f} i you wish emplee with residence 
$ Telephone nemmen $ | | short strol away fron Harrods, | | | forwarded to wherever you wish for 
|| fashionable Knightsbridge shops f} | DFL 100 per month. 
‘| | and world famous Beauchamp 


|| All rooms with full private facili- 
j neem Bayes TV. Direct dial 
d rdryers. Coffee/Tea 
| akare. Substantial buffet Eng- | 


Italy. Fly to historic Bologna on 


< and special excursions: 


e FAX:01-380 0269. TELEX: 25126 












English or. Continental t breakfast to order. 
e. hii 01 R 
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Aiso a telephone caf be answered with 
your name + we will let you know that 
you have received a call. 


Discretion is guaranteed. 


Let us know your wishes and. we will 
contact you as soon as possible. 


| Telex, Telefax and many other services 
can also be arranged. 








£41.50 + Vat. | 
£57.50 + Vat. | 
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We offer a very special tour to 


the world’s fastest passenger 
aeroplane. For the businessman, 
why not visit MICAM ‘87 in 
comfort and style? — or for 
pleasure take a luxurious break 
in Florence with a gala dinner 


To find out more please ‘phone F 
for details.and special brochure. 
QUO VADIS LIMITED 


243 EUSTON ROAD, LONDON NW1 2BT 
TELEPHONE: 01-3887 7588. 01-387 6122 


OUTPUT, DEMAND A AND JOBS “America 5 unemployment rate fell to 6. 0% of the abar force | in 
July—its lowest rate for 7} years; at its peak in December 1982, Ai erica’s jobless rate stood at 
10.8%. Canada's unemployment rate rose in July for the first time in 12 months, to 9.1%: in the 
ame month, Australia’s unemployment rate rose to 8.3%. In June, Italy's jobless rate was 14.0%, 
lightly higher than a year ago, Sweden's rate was only 17%. West Germany’s retail sales fell 
19% by volume in the year to June. 


ipuon -to read! 
kilos: it hopes exports will be 280r 
1980100 

: ‘alu inder oad by GPL, FF 1886 


-| PRICES AND WAGES The wages of American workers rose by 24% in the 12 months to July, a 
-feal pay cut of 1.3%. Japanese wages rose by only 0.2% in the year to June, a real cut of 0.7%. By 
|. contrast, West German workers enjoyed a wage increase of 3.7% during the same period—3,.0% 
“more than the rise in consumer prices. Switzerland’ 5 12-month rise in consumer. prices quickened to 
1:9% in the year to July. In Holland, consumer prices rose by 0. 1% in the 12 months to July. Minka 
‘> % change at annual rate | Bo ee ee Ailitems 190.7 1820 
, consumer prices* _wholesale prici as _wages/earningst | Food 116.1 mez 
aa : | 2 


g : san it ber y rates in as a except nes a caning hag and Sz, went earnings: s Begum, Canada, So u and wa hou fy 
eamings; UK, monthly earnings for | PRET 


2 w DENMARK During the past four veers. c ie 
Denmark has had the tightest fiscal policy of f 
any OECD country: its budget balance has F- 
swung from a ficit of 9% of GOP in 1982 to 
ta surplus of 3% last year. The initial results 
| were impressive: inflation fell from 12.3% in 
| 1980 to 3 % last year, and in 1985 and 
|. 1986 Denmark's cop growth of 3-4% out- 
| paced that in most other industrial countries. 7 3 
Investment boomed. Now the oec expects - — Tore nin 
output to shrink by 1.3% this year, with no = ame ie Unemployment as % of labou 
- growth in 1988; it thinks this could cause k | l oto 
_ Denmark's unemployment rate to rise from 
1.9% last year to 9.9% by 1988. Denmark’s 
‘biggest problem is its current-account deficit 
which reached $4.3 billion last year, equiva- 
-to 5% of Gop. Slowing domestic de- 
id, and hence imports, should produce a 
ller deficit in 1987, 
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of that increase, ‘lifting their ‘share of total 
international bank assets from 23% to 
33%—-the largest share of any country. In 
1984, American banks topped the. league 
| with 26% of the total; by the end of last year 
: their share had fallen to 18%. The opening 
of the Japanese « offshore market in 1986 has 
led to an expansion of - business with 
branches of Japanese banks abroad. If these 
intra-bank positions are excluded, Japanese 
banks’ external assets have not grown much 
aster than those of German and Swiss 


) International banking. by bank k nationality 
Gt of total intemational assets 


American 26 





% rise on year ago üss market 
‘Narrow —- Broadt Overnight 3 months Prime — 











[M1] lending 
Australia +132 +129 wm 1225 1290 1550 } AT 
Belgium + 81 +114 m 6.60 6.85 9.25 625 789 800 653 ` 
Canada +344 +10.9 w 900 9.40 10,00 
France +50 + 5.7 a 700 800 9.45 400 98 
W. Germany + 87. +74 m 360 3.95 600 359 635 605 - 825 5.21 
Holland +72 +39 a 550 5.31 700 530 656 8.97 53 671 
italy +97 +94 wn 1200 12.00 12.50 na 1045 4095 41200. . na 
Japan +114 +108 w 306 372- 338 176 — 443. 488 403 — §25 
Spain +15.3 +108 a 1759 16.73 1700 650 13.24 1947 1350. na 
Sweden na +10.1 my 850 950 1150 914 1187 1289 975 na 
Switzerland + 54 + 8.9 my 169 375 7,00 326 408 463 381 459 
UK -+23.9 +19.2 un 10.38 10.19 11.00 1025 10.08 1096 10.13 10.82 
USA _ +119 +69 w 625 6.71 8.25 669 (893. 967 694 B74 


Other key rates in London 3-mth Treasury Bills 9.8%, 7-day Interbank 9.5%, clearing bani 7-day notice 9.3%, Eurodo 
rates (Libor 3 mths 6.9%, 6 mths 7.1%. 


TMZ except Australia, Canada, Spain, Switzerland, USA, UK, W. Germany M3, Japan M2 + CDs. e Emap prea si ral 
Bank of Bilbao, Chase Manhattan, Chase Econometr etrics, Rarique de Commerce (Belgium), Nederlandse ' a 
ANZ Bank, Credit Suisse First Boston, Wharton. Econometrics, These at are ir ive any a cannot be 








pee during the week The yen 'S adoweighie value r rose aiy ares the same amount, the D-mark’s as unchanged. 
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Tatest = i 12 balance $bn 
- months latest 12 mths 
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l'he swapping of debt for equity promises to be the most : 
important of the various innovations devised to deal with the third 
world lending crisis. Some $5bn was swapped in 1986, and 
although so far banks seeking to sell their loans greatly outnumber | PIPAN N it 
the takers, multinational business is gradually awakening to the ee 
possibilities of discounted investment. Indeed, the bankers are now | age) =" 
converting their own debt directly into foreign investments and into 
conversion investment funds. 

A panel of leading commercial bankers, investment bankers, 
accountants, lawyers and corporate investors have contributed to this 


comprehensive guide to debt conversions. | EFIS [ene 
? $ 


THE REPORT WILL SHOW YOU: | 

* Trends in the market for developing country debt and debt equity 
conversions 

* Considerations in debt equity conversions by banks as principal 
investors 

* Debt equity programs from a debtor country’s perspective 

* Banks as investors in debt equity conversions 

* Accounting for debt equity conversions 

* Legal limits on debt equity conversions 

* Chrysler in Mexico: an investor perspective 

* The politics of debt equity conversions 

Separate chapters then assess the debt equity program in the five 

‘Ountries so far most involved — Chile, Mexico, Philippines, Brazil and 
Argentina — against their economic and regulatory backgrounds. The 
operational mechanics are explained, illustrated with case histories, and | 
business opportunities (in privatisation, export processing and other targeted 
sectors) are identified and discussed. The final sections examine the 
emerging programs in Ecuador, Nigeria and Venezuela. 
Guide to Debt Equity Swaps 
Special Report No. 1104 Published September 1987 300 x 210mm 
Price: UK & Europe £200; North America $295: Rest of Worid £203 
The Economist Publications Ltd, 40 Duke Street, London WIA IDW, UK 
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[ ORDER FORM T 
Please send me l.. aaa aua copy(ies) of Guide to Debt Equity Swaps. Position ___ 


Fh pts a BS etme plod ag fart Graig the O A E © Roe ee bey Com pany 
Address 
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g ee Seen l d The Economist Publications Limited 


40 Duke Street, London, WIA 1DW., UK 








| Signature _ 


i "y 
ahano ELET al. Expiry Date: oo Tel: (01) 493 6711 
iii 10 Rockefeller Plaza {12th Floor}, New York, NY 10020, USA 
el | Telephone Orders: Tel: London (01) 493 6711 Friedrichstrasse 34, 6000 Frankfurt am Main 1, West Germany 
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The Right Touch of Chinese Tradition 


For centuries Chinese artists have created masterpieces with 
the “maubi”, the traditional Chinese brush. Meticulously 
maintained, each brush is a precious tool, carefully chosen 


for the softness and boldness of the artist’s touch. 


China Airlines is a part of that kind of tradition. In 
modern wide-bodied jets, skilled teams of flight and cabin 
personnel offer a unique blend of Western efficiency and 
Chinese hospitality. Service that, in itself, is a work of art. 


WE TREASURE EACH ENCOUNTER 


CHINA AIRLINES 


Amsterdam + Anchorage + Bangkok » Dhahran +» Fukuoka «+ Hong Kong « Honolulu + Jakarta » Kaohsiung +» Kuala Lumpur + Los Angeles 
Manila + New York » Okinawa « San Francisco + Seoul + Singapore + Taipei -+ Tokyo 





